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(i) 


QUESTION PRESENTED 


Is Petitioner's real property in the District of Columbia exempt 
from real property taxes because it is a school not organized or oper- 
ated for private gain and which embraces the generally recognized 
relationship of teacher and student as provided in Section 47-801a(j) 
and 47-801a(r)(1) of the District of Columbia Code (1951 Ed.), Act of 
December 24, 1942, 56 Stat. 1089, ch. 826, Sections 1(j) and 1(r)(1), 
which provide: 


"The real property exempt from taxation in the 
District of Columbia shall be the following and 
none other: 


* * * * KK KK K * 


(j) Buildings belonging to and operated by schools, 
colleges, or universities which are not organized 
or operated for private gain, and which embrace 
the generally recognized relationship of teacher 
and student. 

* * KK K KK KK 
(r)(1) Grounds belonging to and reasonably 
required and actually used for the carrying on of 
the activities and purposes of any institution or 
organization entitled to exemption under the 
provisions of sections 47-801a to 47-801f." 
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UNITED STATES COURT OF APPEALS 
For The District Of Columbia Circuit 


Nos. 15,212; 15,213; 15,214; 
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15,218; 15,219; 15,220 


THE SERVICE SCHOOLS FOUNDATION, 
Petitioner, 


Vv. 


DISTRICT OF COLUMBIA, 
Respondent. 


(Nine Cases) 


APPEALS FROM ORDERS OF THE DISTRICT OF 
COLUMBIA TAX COURT 


BRIEF FOR PETITIONER 


JURISDICTIONAL STATEMENT 


The jurisdiction of the District of Columbia Tax Court to hear 
the cases is based upon Section 47-801e, of the District of Columbia 
Code, Act of December 24, 1942, 56 Stat. 1091, ch. 826, Section 5, 
which provides as follows: 
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"Any institution, organization, corporation, or asso- 
ciation aggrieved by any assessment of real prop- 
erty deemed to be exempt from taxation under the 
provisions of sections 47-801a to 47-801f may 
appeal therefrom to the Board of Tax Appeals for 
the District of Columbia in the same manner and 
to the same extent as provided in sections 3 and 4 
of title IX of the District of Columbia Revenue Act 
of 1939 as amended: Provided, however, That 
payment of the tax shall not be prerequisite to any 
such appeal. (Dec. 24, 1942, 56 Stat. 1091, ch. 
826, (5)."" 

The petitions filed by appellant in the lower court (JA 4, 9) dis- 
close all the allegations necessary to bring the cases within the juris- 
diction of the lower court. The name of the Board of Tax Appeals was 
changed to District of Columbia Tax Court by the Act of July 10, 1952, 
66 Stat. 547, ch. 649, District of Columbia Code (1951 Ed.) Section 47- 
2402 (pocket part). Appellant filed its petitions in the lower court within 
ninety days after the mailing of the notices of the assessment of its real 


property. (JA 271) 


Sections 3 and 4 of Title IX of the District of Columbia Revenue 
Act of 1939, as amended, referred to in the foregoing statutes, ultimately 
came into the Code as Sections 47-2403 and 47-2404 (District of Colum- 
bia Code, 1951 Ed. Pocket Parts). The history of Section 47-2403 dis- 
closes the following: Section 8 of the Act of May 16, 1938, 52 Stat. 356 
ch. 223, amended the Act of August 17, 1937 (the District of Columbia 
Revenue Act of 1937, 52 Stat. 673, ch. 690) by adding Title IX. By Sec- 
tion 3 of that Title IX, what is now Section 47-2403 of the District of 
Columbia Code, as amended by the Act of July 26, 1939, 53 Stat. 1108, 
ch. 367, Title IV, Section 5(b), as amended by the Act of July 10, 1952, 
66 Stat. 543, ch. 649, Section 3(a), became law. 


? 


The history of Section 47-2404 discloses the following: Title IX 
of the Act of May 16, 1938, supra, added what is now Section 47-2404 of 
the District of Columbia Code (1951 Ed., as amended by Section 3(b) of 
the Act of July 10, 1952, 66 Stat. 544, ch. 649). 
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This Court has jurisdiction of this appeal under the provisions of 


Section 47-2404(a) supra. 


It is suggested that the Court will find it convenient to refer, for 
the purpose of establishing jurisdiction both in the lower court and this 
Court, to Sections 47-2403 and 47-2404, contained in the pocket part of 
the 1951 edition of the District of Columbia Code. 


STATEMENT OF THE CASES 


The Assessor of the District of Columbia assessed real property 
taxes upon real property owned by Petitioner as follows: Taxes upon 
1811, 1854, 1906, 1961 and 1963 Biltmore Street, N. W., in the District 
of Columbia, for the fiscal year ending June 30, 1958, and the same 
type of taxes upon all of the foregoing, except 1854 Biltmore Street 
which had been sold, for the fiscal year 1959. The primary question in 
the case is whether these assessments were valid in view of the claim 
of the Petitioner that it is a school "not organized or operated for 
private gain and which embraces the generally recognized relationship 


of teacher and student" as suggested in the "Question Presented", supra. 


Petitioner is a corporation organized May 1, 1946 (date of filing 
certificate) in accordance with the provisions of Chapter 6 of Title 29 
of the District of Columbia Code (1940 edition) now incorporated in the 
1951 edition of the Code as Chapter 6 of Title 29. (Exhibit 1, JA 127) 


The term of the corporation is perpetual. (Ibid.) 


The business and objects of the corporation are set forth in the 
third paragraph of the certificate of incorporation as follows: (Exhibit 
1, JA 127) 


"Third. The particular business and objects of the 
corporation are to conduct research to determine 
those intellectual, emotional, social and moral 
aptitudes which best qualify young men for a career 
in the armed services of the United States of 
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America, to devise by scientific research, methods 
by which those intellectual, emotional, social and 
moral aptitudes necessary for a career in these 
Services may be developed in young men; to con- 
duct a school or schools for the preparation of 

() men for the entrance examinations of the 
United States Military Academy, the United States 
Naval Academy, and the Coast Guard Academy; 
and to afford training in anticipation of the intellec- 
tual and psychological adjustments necessary toa 
successful career in the Military and Naval Serv- 
ices of the United States of America." (Underscoring 
supplied) 


Paragraph Fifth of the certificate of incorporation (Exhibit 1, 
JA 127), so far as relevant to the issues involved herein, provides: 


"No part of the net earnings of the corporation shall inure to the benefit 
of any private individual; provided, however, that this provision shall 
not prevent the payment of reasonable compensation for services ren- 
dered the corporation nor the awarding of school prizes or other aids to 


encourage worthy young men to strive for scholarly attainment." 


(Underscoring supplied) 


On October 24, 1956 (date of filing certificate), the certificate of 
incorporation was amended (Exhibit 2, JA 128, 131), which amendment 
so far as herein relevant, provides as follows: 


"Sixth. If for any reason the Board of Trustees 
determines that it is not advisable, possible, or 
practicable to continue the conduct of a school in 
order to carry out the corporate purpose, thereupon 
the assets of the corporation shall be sold either by 
the corporation or by the Board of Trustees as 
liquidating trustees in dissolution, for such price and 
on such terms as may be fixed by the trustees. Out 
of the proceeds of the sale there shall first be paid 
all corporate debts, obligations, and liabilities, and 
the balance of such proceeds shall be paid over as 
follows: 


"Each person who has at any time contributed 
money or property to the corporation may, in the 
manner hereinafter provided, have the right to 
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designate a school, college, or university, or edu- 
cational foundation or fund which is not organized 
or operated for private gain, as such is legally de- 
fined, to receive such portion of such proceeds as 
bears the same ratio to the entire assets of the 
corporation as the amount of money or property 
which such donor has contributed to the corpora- 
tion bears to the entire amount contributed by all 
donors. Such designation may be evidenced by a 
statement in writing delivered to the trustees of 
the corporation at the time such donation is made 
or at any time between the time of the donation 
and the distribution. Such designation may be 
changed by a donor at any time prior to distribu- 
tion. A donor may make such designation in his 
or her will and if a donor is deceased at the time 
of such distribution the designation in his or her 
will shall control. Any portion of such proceeds 
for which designation has not been made shall be 
distributed to such institutions so organized as 

the Board of Trustees may direct. In any such 
distribution Robert E. M. Goolsby and Ruth Chryst 
Goolsby shall be entitled to be taken and considered 
as each having donated $40,000.00, and no donor 
shall be taken or considered to have donated less 
than $1,000.00." 


Robert E. M. Goolsby, now President and Headmaster of the 
Petitioner, his wife, Ruth C. Goolsby, and his mother, now deceased, 


Frances M. Goolsby, were the incorporators of the Petitioner (JA 23- 
24 and Exhibit 1, JA 127). 


After its organization the corporation adopted by-laws (Exhibit 
3a, JA 131 ff.). 

These by-laws have been amended two times (Exhibit 3b, 3c, 
JA 137). 


The first amendments were made very shortly after the corpo- 
ration's organization (Exhibit 3b) and have no relevance to the issues 
in these cases. 


Section VII of the by-laws provides as follows: (JA 136) 
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"There shall be no declaration or distribution 

of dividends or other earnings or proceeds of the 

foundation to any of its members or trustees. No 

part of the net earnings of the foundation shall inure 

to the benefit of any private individual; provided, 

however, that this provision shall not prevent the 

payment of reasonable compensation for services 

rendered the foundation, nor the awarding of prizes 

or other aids to encourage worthy young men to 

strive for scholarly attainment." 

On October 31, 1956, the by-laws of the corporation were amended. 

By this amendment Section IX of the original by-laws was repealed and 
there was substituted therefor a section in exactly the same wording as 
the amendment to the certificate of incorporation quoted above (JA 137- 


138). 


At the beginning of its activities the Board of Trustees consisted 
of three persons (Exhibit I) but by amendment to the by-laws of Octo- 
ber 1, 1956, these were increased to five (Exhibit 3c, JA 137-138). 


On July 1, 1957, the Board of Directors consisted of four mem- 
bers, Robert E. M. Goolsby, President, Dr. Joseph Dubuque, Vice Presi- 
dent, Ruth Chryst Goolsby, Secretary-Treasurer, and Admiral R. W. 
Holsinger. These persons remained members during the entire fiscal 
year ending June 30, 1958, and another member, Colonel E. A. Routheau 
was added at the June meeting, 1958. The three members other than 
Mr. and Mrs. Goolsby are faculty members of the school (JA 78-79). 


Petitioner is the owner of all the aforesaid described real prop- 
erty (JA 24). 


Upon application of the Petitioner the Commissioners ordered the 


property at 1811 Biltmore Street, N. W., exempted from taxation as of 
July 1, 1947 (Exhibit 4, JA 139). 


When Petitioner acquired 1854 Biltmore Street, N. W., and 1963 
Biltmore Street, N. W., it made application to the Board of Commis- 
sioners for exemption of real property taxes on these properties on the 
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ground that, like the property at 1811 Biltmore Street, N. W., they were 
used by the school in its activities as such. The Commissioners denied 
the application for exemption of these properties and at the same time 
restored 1811 Biltmore Street, N. W., to the taxable list (Exhibits 5 and 
6, JA 139-140). 


All the real property herein involved is used exclusively for the 
operation of the school, including living quarters for the President and 
Secretary (husband and wife), the Dean of the school and his wife, and 
several proctors and part-time teachers who supervise the students on 
a twenty-four hour basis (JA 36). 


In 1811 Biltmore Street, N. W., are the school offices, lounge for 
the students, class rooms, the dining room, the kitchen, and a few 
dormitory rooms on the top floor (JA 26). 


In 1854 Biltmore Street, N. W., are the "sick bay," the library, 
two dormitories, and the apartment of the President of the Petitioner, 
who is the Headmaster of the school, consisting of two rooms, kitchen, 
bath, and rear porch (JA 26-27). 


In 1906 Biltmore Street, N. W., 1961 Biltmore Street, N. W., and 
1963 Biltmore Street, N. W., are dormitories, teacher and proctor 
rooms, and lounges (JA 27-30). 


All buildings owned by the school are used for no other purposes 
than to carry out the corporate functions of Petitioner (JA 29). 


Petitioner operates the school under the:name Columbian Pre- 
paratory School (JA 31, Exhibits 10 and 11, JA 150-152). 


The President of Petitioner, Robert E. M. Goolsby, purchased 
the name and good will of Columbian Preparatory School at which he 


was a teacher before the organization of Petitioner for $6,000.00 under 
a contract with one Paul W. Puhl, the owner thereof, dated April 17, 
1946 (Exhibit 10, JA 150). Mr. Goolsby granted Petitioner at the begin- 


8 


ning of its activities the privileges and rights acquired by him under 
said contract so long as he was retained as Headmaster of the school 
(JA 31). 


At a meeting of the Board of Trustees the Petitioner on June 17, 
1957, at which all four members of the Board were present, Mr. Goolsby 
offered to sell the name "Columbian Preparatory School" and all of his 
interest and good will purchased from Paul W. Puhl in the Spring of 
1946, "for $13,500.00, $3,500.00 of which was to be paid in cash before 
the end of the current year and the remainder of which was to be paid 
at $2,000.00 a year without interest, in five equal installments, in five 
successive years, beginning June 1, 1958. Mr. Goolsby offered to sell 
the above according to the aforementioned terms as of June 1, 1957. It 
was thereupon moved at said meeting by Dr. Joseph G. Dubuque [ one 
of the Directors] that the offer be accepted immediately as of June 1, 
1957, and that the transfer be legally binding as of this date * * *. 
The motion was seconded by Admiral R. W. Holsinger, another member 
of the Board, and was unanimously carried" (Exhibit 12, JA 152 ff). 


The formal terms of the transfer of the name and good will refer- 
red to in the preceding paragraph were included in an assignment and 


agreement dated January 14, 1958, duly executed by the parties (Ex- 
hibit 11, JA 150 ff.). 


The real properties herein involved are owned by the Petitioner 
(JA 24 ff.). 


The real property at 1811 Biltmore Street, N. W., was purchased 
in the name of Robert E. M. Goolsby because Petitioner had not been 
organized at the time the property was available and it was necessary 
to close the negotiations for the purchase of the property. After the 
formation of Petitioner, Mr. Goolsby transferred the property to Peti- 
tioner for a nominal sum of $1.00, and Petitioner now owns it (JA 50- 
51). 
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The only entrance requirements of the school are that the appli- 
cant be a male, be at least sixteen years of age, have at least a Junior 
High School education, be of good moral character, have recommenda- 
tions from at least two persons who know him, and have as his objective 
admission to one of the service schools or to a college (JA 36-37). 


In addition to the foregoing requirements the applicant for admis- 
sion is required to take an I.Q. test to determine the likelihood of suc- 
cess in his studies (JA 38). 


The school operated by Petitioner prepares young men for en- 
trance to the United States Military Academy, the United States Naval 
Academy, the United States Air Force Academy, the United States Coast 
Guard Academy, the United States Merchant Marine, and for colleges 
(JA 36). 


The Petitioner provides recreational facilities, physical training, 


and aptitude tests for the students in addition to the training hereinafter 
described (JA 41-42). 


The Petitioner has 152 boarding students and 8 day students 
(JA 37). 


The Petitioner employs 10 full-time teachers, 3 part-time 
teachers, and 9 proctors who grade papers and maintain discipline in 
the various buildings and dormitories of the school (JA 40-41). 


The teachers conduct regular classes in their field of specialty 
(JA 43). 


The Petitioner provides instruction in algebra, plane geometry, 

. trigonometry, solid geometry, analytical geometry, reading compre- 
hension, literature, grammar, English composition, and other subjects 
(JA 39 ff). 


The Petitioner provides regular classes for its students who 
attend these classes five and a half days a week on an average of five 
hours and twenty minutes every day except Saturdays (JA 41). 
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The Petitioner in its school provides through its teachers an ex- 
tensive system of examinations and tests to correct immediately defi- 
ciencies which may develop in the student's class work, it being the 
theory of the school that these deficiencies should be corrected as they 
appear and not permitted to accumulate (JA 41-42). 


The tuition for instruction in Petitioner's school is somewhat 
over $1,500.00 per year for boarding students who receive board and 
lodging in addition to instruction hereinbefore described, and the tuition 
for day students is approximately half of that required for boarding 
students (JA 37). 


The school provides scholarships ranging up to $800.00 a year for 
which the student is required to provide a minimal amount of services 
for the school (JA 42). 


The salary of the President of the Petitioner, Robert E. M. 
Goolsby, is $425.00 a month (JA 43). 


Mrs. Ruth C. Goolsby, the Secretary-Treasurer of the Petitioner 
and the wife of the President, receives a salary of $300.00 a month, for 
which she works full time (JA 43). 


In addition to their salaries, Mr. and Mrs. Goolsby are provided 
with living quarters and board, their board allowance being $800.00 a 
year (JA 44). 


These salaries are fixed by the Board of Trustees (JA 47). 
The Petitioner maintains the usual records used in a business, 


including a minute book in which the minutes of the meetings of the 
Board of Trustees are kept (JA 44). 


The books of the corporation are kept by Mrs. Goolsby, the 
Secretary-Treasurer, and a part-time assistant, and are under regular 
audit by a certified public accountant who completes the records as to 


any additional bookkeeping procedures required to prepare the audit 
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reports and examines every disbursement as far as cash is concerned, 
every cash transaction and substantially all bills paid by check, by 
which substantially all bills are paid (JA 44 and Exhibits 16-A to 16-M, 
inclusive, JA 161-238). 


The same firm of certified public accountants has been examining 


the financial books and records of the Petitioner since its organization 
(JA 80 ff.). 


All tuition fees are deposited to the credit of Petitioner and all 
disbursements are made from Petitioner's account (JA 81 ff.). 


The financial records of the corporation are kept in the name of 
Petitioner trading as Columbian Preparatory School (Exhs. 16-A to 
16-M, inclusive, JA 161-238). 


Petitioner has no stockholders and no dividends or profits have 
ever been declared or distributed (JA 43 ff.). 


All profits have been used to make amortization payments upon 
Petitioner's obligations (JA 45). 


During every year of Petitioner's existence, through May 31, 1957, 


the total current assets were less than the total current liabilities (Ex. 
16A, JA 163 and Ex. 16N, JA 236 c and 236 d). 


During Petitioner's twelve fiscal years ending May 31, 1958, the 
current income has exceeded the current expenditures in nine years and 
has been less than the current expenditures in three years (Ex. B of 
Ex. 16A, JA 164 in evidence, last line, and Ex. B of Ex. 16N, JA 238 


in evidence). 


The difference between the sum of the excesses of current income 
over current expenditures for nine years over the sum of the deficits in 
expenditures over income for the three years is $129,807.39 which is 
the exact amount of general fund principal for the fiscal year ending 
May 31, 1958 (Ex. 16A, JA 163). 
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The accumulated excess of current income over current expendi- 
tures for the twelve year period of $129,807.29 is identical with the 
general fund principal as of May 31, 1958, demonstrating that no profits 
were distributed during the period (Ibid and analysis of general fund 
principal contained in each annual report). 


The funded debt was reduced from $82,531.87 to $52,174.10 or 
$30,357.77 between 1947 and 1954 (Ex. A of Ex. 16A, JA 163 in evidence). 


The purchase price of the real property at 1811 Biltmore St., N.W. 
was $85,381.35, and the trust indebtedness thereon as of April 30, 1947 
(the date of the first corporate audit after purchase) was $79,046.83 
(JA 86 and Ex. 16D, sheet 2, JA 187). 


The purchase price of the real property at 1854 Biltmore St., N.W. 
was $22,139.50 and the trust indebtedness thereon as of May 31, 1955 
(the date of the first corporate audit after purchase) was $16,714.28 
(Ex. A of Ex. 16L in evidence, sheets 1 and 3, JA 232, 234). 


The purchase price of the real property at 1963 Biltmore St., N.W. 
was $15,871.97, and the trust indebtedness as of May 31, 1956 (the date 
of the first corporate audit after purchase) was $10,673.97 (Schedules 
A-1 and A-2 of Ex. 16L). 


The purchase price of the real property at 1906 Biltmore St., N.W. 
was $23,590.65 and the trust indebtedness thereon as of May 31, 1957 
(the date of the first corporate audit after purchase) was $12,847.96 
(Ex. N, Schedules A-1 and A-2). 


The purchase price of the real property at 1961 Biltmore St., N.W. 
was $21,759.19 and the trust indebtedness thereon as of May 31, 1957 
(the date of the first corporate audit after purchase) was $10,647.51 
(Ex. N, Schedules A-1 and A-2). 


Between the organization of the Petitioner and the present time 
Mr. Goolsby or members of his family, or both, contributed as a gift 
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to Petitioner a total of $16,603.67 (Ex. A of Ex. 16A, in evidence, JA 163, 
items entitled "Trust Fund Principal," 3d line from the bottom of the 
exhibit, and Ex. N of Ex. 16A in evidence, JA 164, item entitled "Con- 
tributions Received"). 


These facts conclusively show that Petitioner was neither 
organized nor operated for private gain. 


Frances M. Goolsby, one of the Petitioner's organizers and mother 
of Robert E. M. Goolsby, lent Petitioner prior to 1952 a total of 
$18,400.00. After her death for one year this obligation was carried on 
Petitioner's records as an obligation of the estate of Frances M. 
Goolsby. In 1957 and thereafter it was carried as an obligation to 
Robert E. M. Goolsby, the only heir of his mother who died intestate. 
(Exs. 161 to 16N, Ex. 16C, JA 182, 219, and. stipulation of certificate 
of Clerk of Circuit Court of Smyth County, Virginia, JA 240-241). 


STATUTES INVOLVED 
Sections 47-801a(j) and 47-801a(r)(1), 56 Stat. 1090, ch. 826, 


Sec. 1(j) and Sec. 1(r)(1) provide so far as relevant to these cases as 


follows: 


"The real property exempt from taxation in the 
District of Columbia shall be the following and 
no other: 

* * * kK KK kK OK K 
(j) Buildings belonging to and operated by 
schools, colleges, or universities which are not 
organized or operated for private gain, and which 
embrace the generally recognized relationship of 
teacher and student.’ 


(r)(1) Grounds belonging to and reasonably 
required and actually used for the carrying on of 
activities and purposes of any institution or 
organization entitled to exemption under the pro- 
visions of sections 47-801a to 47-801f." 
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STATEMENT OF POINTS 


Petitioner is not organized for private gain. The lower court 
erred in holding it was so organized. 


(a) Petitioner's certificate of incorporation (Ex. 1, JA 127) pro- 
vides: 'No part of the net earnings of the corporation shall inure to the 
benefit of any private individual, * * *." 


(b) Petitioner's by-laws (Ex. 3a, Art. VII, JA 136) provide that 
"There shall be no declaration or distribution of dividends or other 
earnings or profits of the corporation to any of its members or trustees. 
No part of the net earnings of the foundation shall inure to the benefit of 


any private individual; * * *." 


(c) There is no evidence that the incorporators intended to 
organize a school for private gain. On the contrary, every legitimate 
inference from the evidence is that the incorporators desired to organize 
a school which would not provide private gain for either themselves or 
others. 


Petitioner is not operated for private gain. The lower court 
erred in holding that it was so operated. 


(a) As indicated in the previous paragraphs, Petitioner's certif- 
icate of incorporation and its by-laws prohibit the distribution, in any 
manner, of the earnings of the corporation so that anyone will receive 
private gain from such distribution. 


(b) There is no provision either in the certificate of incorpora- 
tion or by by-laws of the Petitioner for the issue of stock or the pay- 
ment of dividends, or the distribution of earnings to anyone. It is not 
to be presumed that the members or trustees of the corporation would 
violate the certificate of incorporation and the by-laws. 


(c) Section Sixth of the original certificate of incorporation (JA 
128-129) and Article IX of the by-laws (JA 137-138) were amended 
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October 23, 1956 and October 31, 1956, respectively, providing that 
upon dissolution of Petitioner the members of the corporation shall 
have the right to designate a school, college, university or educational 
foundation or fund which is not organized or operated for private gain, 
as such is legally defined, to receive such portion of such proceeds of 
the liquidated corporation as bears the same ratio to the entire assets 
of the corporation as the amount of money or property which such 
donor has contributed to the corporation bears to the entire amount 
contributed by all donors. 


(d) No dividends or earnings in fact have ever been distributed 
to anyone, and there is no evidence that there is any intention upon the 
part of the trustees or members that any such distribution will ever be 
made. All the evidence is to the contrary. 


(e) The earnings of the Petitioner have been used to pay legiti- 
mate operation expenses, to discharge obligations secured by capital 
assets, and in acquiring additional real property for use of the Petitioner 
in conducting the school. 


(f) The fact that Petitioner's president and headmaster, and his 
wife, at present cast a majority of the votes at membership meetings 
when the board of trustees is elected does not bring the Petitioner with- 
in the category of a corporation operated for private gain. It is sub- 
mitted that the statute does not require the incorporation of a school as 
a condition to exemption from real property taxes. Mr. and Mrs. 
Goolsby, or either alone, could have operated the school as a proprietor- 
ship and the real property used by the school would have been exempt, if 


the school was not organized or operated for private gain. 


(g) Petitioner does not lose its exemption from real property 
taxes because it operates under a name other than its corporate name 
pursuant to a sale.of the name.from Petitioner's: president... .: 


Petitioner embraces the generally recognized relationship of 
teacher and student. The lower court so held. 


16 
SUMMARY OF ARGUMENT 


Petitioner is not organized for private gain. Petitioner is a 
corporation organized under Chapter 6 of Title 29 of the District of 


Columbia Code which provides for the incorporation of charitable, 
educational, and religious associations. Petitioner is an educational 
association set up for the purpose of preparing young men for entrance 
examinations to colleges and particularly to the United States service 


academies. 


Petitioner's certificate of incorporation provides that no part of 


the net earnings of the corporation shall inure to the benefit of any 


private individual (JA 128). 


This provision of the certificate of incorporation is made a part 
of Paragraph VIII of Petitioner's by-laws (JA 136), and‘in addition the 
by-laws provide that ''There shall be no declaration or distribution of 
dividends or other earnings or profits of the foundation to any of its 
members or trustees" (JA 136). 


The fact that Robert E. M. Goolsby, the president and headmaster 
of the school, and his wife, Ruth Chryst Goolsby, presently have be- 
tween them seventy-five votes, constituting a majority of the votes, in 
the membership meetings for the election of the board of trustees does 
not constitute organization or operation for private gain (JA 134). No 
institution can function without human control and the exemption statute 
provides no conditions as to methods or manner of control except the 
implied condition that such control does not in fact bestow private gain. 
The control of the Goolsbys is subject to dissipation when a sufficient 
number of persons have contributed money to the operation of the 
school. Each such contributor will have one vote for each $1,000 con- 
tributed. 


Petitioner is not operated for private gain. The record conclu- 


sively shows by uncontradicted evidence that no dividends have 
ever been declared or paid and no earnings have ever 
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been distributed to any person or organization. Any net earnings occur- 
ring at the end of the year are used to pay operational expenses, obli- 
gations secured by deeds of trust upon Petitioner's real property, and 
to purchase other real and personal property for use in the operation of 
the school. 


The provisions of Section Sixth of the certificate of incorporation 


(JA 128-129) and Article IX of the by-laws, as amended October 23 and 
October 31, 1956 (JA 137-138) forestall any possibility that any of the 
members of the corporation, upon dissolution thereof, will benefit by 
the distribution of the corporate assets. While the members of the 
corporation are authorized to designate the recipient of such assets, 
they are limited in their designation by the provision that only those 


institutions which are non-profit institutions shall receive the assets. 


No gain has been "realized by any individual or stockholder who 
has a pecuniary interest in the corporation" and any profits realized by 
the Petitioner were "turned back into the treasury or expended for 
permanent improvements" and the Petitioner falls within the "evident 
intention of the statute to exempt all institutions, educational in nature, 
which are not commercial in their purpose."' District of Columbia v. 


Mt. Vernon Seminary, 69 U.S. App. D.C. 251, 100 F. 2d 116. 


Petitioner embraces the generally recognized relationship of 
teacher and student. The lower court so found and it is not understood 


that any contention to the contrary is made by respondent. The evi- 
dence conclusively sustains this proposition. 
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ARGUMENT 


I 


PETITIONER IS NOT ORGANIZED FOR PRIVATE GAIN 


Petitioner claims that the real properties herein described are 
exempted from real property taxes by Section 47-801a(j) and Section 
47-801a(r) (1) of the District of Columbia Code (1951 Edition) supra. 


The chapter of the Code under which Petitioner is organized pro- 
vides for the formation of associations in corporate form for benevolent, 
charitable, educational, literary, musical, scientific, religious or 


missionary purposes. 


The primary object for the formation of the Petitioner was to en- 
able it to "conduct'a school or schools for the preparation of young men 
for the entrance examinations * * *" for the service academies 
operated by the United States (JA 127). Petitioner is also authorized to 
conduct research to determine "those intellectual, emotional, social, 
and moral aptitudes which best qualify young men for a career in the 
Armed Services of the United States of America" (JA 172). There are 
other purposes stated which are in aid of and incidental to the operation 
of its school or schools. There would seem to be no question that 
Petitioner is a school within the meaning of the statute under which it 
is organized. 


The certificate of incorporation forbids any part of the net earn- 
ings of Petitioner to inure to the benefit of any private persons (JA 128). 


Article VII of Petitioner's by-laws forbids the declaration or 
distribution of dividends or other earnings or profits of Petitioner to 


any of its members or trustees (JA 136). 


Since the certificate of incorporation, including any relevant 
statutory provisions, controls and limits the functioning of the corpora- 
tion, it would clearly appear that Petitioner was not organized for 
private gain. 
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In District of Columbia v. Mt. Vernon Seminary, 69 U.S. App. 
D.C. 251, 253, 100 F. 2d 116, this Court defines "private gain" as 
follows: 
"The term ‘private gain' as used in the statute, 
has reference only to gain realized by any individ- 
ual or stockholder who has a pecuniary interest in 
the corporation and not, * * * to profits realized 


by the institution but turned back into the treasury 
or expended for permanent improvements * * * 


It is the evident intention of the statute to exempt 
all institutions, educational in nature which are not 


commercial in their purpose." [| emphasis supplied] 

The lower court had no difficulty in finding that the Petitioner is 
operating a bona fide school, and that the relationship of teacher and 
student exists, and that no part of the net earnings of the Petitioner had 
inured to the benefit of any private individual (JA 258). It was further 
stated to the lower court that "it is not intended here to infer that the 
Goolsbys have absorbed the net earnings of the petitioner under the 
guise of salaries. The salaries received and the accommodations fur- 


niched them appear to be reasonable for a school of the size conducted 
by the petitioner" (JA 263). 


The principal difficulty the lower court had in allowing exemption 
to the Petitioner was its suspicion that even though the assets upon dis- 
solution must be distributed to a non-profit school, the Goolsbys, in 
view of their control of the operation of the school might seize the 
opportunity to bargain even with a non-profit school, to designate the 
assets of the Petitioner to that school for a consideration. 


Section Sixth of the certificate of incorporation as amended Octo- 
ber 24, 1956 (JA. 129) and Section IX of the by-laws as amended Octo- 
ber 31, 1956 (JA 138) provide that upon dissolution each person who 
has at any time contributed money or property to the corporation has 
the right to designate a school, college, university, or educational 
foundation or fund which is not organized for private gain, as such is 
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legally defined, to receive such portion of such proceeds as bears the 
same ratio to the entire assets of the corporation as the amount of 
money or property which such donor has contributed to the corporation 
bears to the entire amount contributed by all donors. If any of the 
donors fail to make such designation the board of trustees shall dis- 
tribute the proceeds of dissolution to such so organized as it shall 
select. 


In case of such distribution Mr. and Mrs. Goolsby "shall be en- 
titled to be taken and considered as having each donated $40,000.00 and 
no donor shall be taken or considered to have donated less than $1,000." 


Some question was raised at the hearing in the court below as to 
why Mr. and Mrs. Goolsby should each be considered as having con- 
tributed $40,000.00 for the purpose of designating a portion of the assets 
of the corporation to be distributed to a non-profit school, when in fact 
neither of them had contributed that amount of money. 


This is only a device to give the Goolsbys the major decision as 
to what non-profit school should have the assets upon dissolution until 
such time as there were other donors who had contributed an amount 
equal or greater than this amount. 


In other words, the provision as to what the Goolsbys are entitled 
to do upon dissolution is only a measuring stick. It gives them no 
personal financial benefit of any kind. 


When the corporation was organized the three incorporators, who 
were Mr. and Mrs. Robert E. M. Goolsby and Mr. Goolsby's mother, 
Frances M. Goolsby, contributed $5,000.00 in memory of Fleming 
Clark Goolsby, which was to constitute a fund to be known as the 
"Goolsby Fund" and to be used for the purposes and objects of the 
Foundation (JA 134). In view of this gift as well as valuable services 
they had contributed in the organization and establishment of the 
Foundation, these persons were made life members of the Foundation 
and each entitled to cast twenty-five votes at the annual meeting for the 
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election of the board of trustees (JA 134). Upon the death or resigna- 
tion of any one of these three members, his or her twenty-five votes 
are to be divided equally between the survivors who shall be entitled 
to cast the same. Upon the death of the last survivor the seventy-five 
votes are to be divided amongst the members in the ratio which the 
number of votes which each member has heretofore been entitled to 
cast bears to the total number of votes all members have been entitled 
to cast. [Underscoring supplied.] (Article VI of the by-laws. Ex. 
3-A) 


It will be observed in this connection that the Goolsbys were not 
entitled to dispose of these memberships by a will or otherwise. Upon 
the death of the last survivor the votes were to be divided amongst the 
other members in the ratio mentioned (JA 134). 


However, other persons who contributed the sum of $1,000.00, or 
any multiple thereof, are entitled to one vote for each One Thousand 
Dollars contributed. One transfer or one bequest of this membership 
is permitted (JA 134). 


None of these provisions of the by-laws either as originally en- 
acted (JA 131-136) or amended operate to permit the Goolsbys or any 


member to obtain private gain. 


In District of Columbia v. Mt. Vernon Seminary, supra, there 
was infinitely more opportunity as a mere possibility of the stock- 
holders of the school obtaining private gain than there is a possibility 
of the Goolsbys obtaining private gain in the case at bar. In the case 
at bar, the Goolsbys do have the controlling vote in the meeting of the 
members. They can in this manner control the election of the board of 
trustees, but once the board of trustees is elected Mr. and Mrs. 
Goolsby have only one vote each. 


For the tax year ending June 30, 1958, there were four directors 
until the June meeting of 1958 when the fifth director was elected. 


22 


These directors were Mr. and Mrs. Goolsby, Dr. Joseph Dubuque, 
Admiral R. W. Holsinger and Colonel E. A. Routheau. The increase in 
the number of persons on the board of directors was authorized by the 
October 1956 amendment to the by-laws. 


With further reference to the Mt. Vernon Seminary case, while 


this Court decided only the narrow proposition that the earning of 
profits in and of itself did not vitiate the exemption of its real property 
from taxation, the record in the case (U. S. Court of Appeals Docket 
No. 7053) discloses that the certificate of incorporation of the Seminary 
had no provision relating to dissolution. There are also in the record 
the terms of an agreement amongst the incorporators that no dividends 
should be declared on stock and no transfer of stock made, and, upon 
the death of the stockholders the stock was to revert to the corporation. 
It was further provided that upon dissolution the surplus of assets 
would vest and be distributed "as if the corporation were a non-stock 
corporation." 


While this Court did not decide the effect of the arrangement 
amongst the stockholders, it did have before it the certificate of incor- 
poration making no provision for dissolution and the agreement of the 
stockholders that no dividends were to be declared and that upon dis- 
solution the surplus of assets should be distributed as if the corporation 


were a non-stock corporation. 


Two pertinent observations may be made about the facts in the 
Mt. Vernon Seminary case. First, stock had been issued and, although 
the incorporators had agreed amongst themselves not to declare divi- 
dends, there was nothing to prevent them from rescinding their agree- 
ment by mutual consent and declaring dividends. Here is a much 
greater possibility of stockholders reaping private gain than there is 
in the case at bar where there is no evidence whatsoever that the 
Goolsbys could without violating the by-laws reap private gain. 
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Secondly, there being no provision as to the method of distribution 
of the net assets of Mt. Vernon Seminary upon dissolution and the agree- 
ment providing that distribution should be made as if the corporation 
were a non-stock corporation, the net assets would upon any dissolution 
have been distributable to those who had donated the assets of the cor- 
poration, or, in the case of real property it would have escheated, 
depending upon the jurisdiction. 


See Mormon Church v. United States, 136 U. S. 1, 47, 10 S. Ct. 792. 


Trustees of Baptist Female College of Liberty Association v. 
Barren County Board of Education, 190 Ky. 565, 573, 228 S.W. 19. 


It is not understood that any contention is made that because Mr. 


and Mrs. Goolsby are full-time employees of the corporation and 
receive compensation for their services, they are therefore receiving 
private gain within the meaning of the statute. It is well established in 
all the cases that real property exemption from taxation is not vitiated 
by payment of reasonable compensation to employees. 


II 
PETITIONER IS NOT OPERATED FOR PRIVATE GAIN 


For the sake of emphasis, a quotation from District of Columbia 
v. Mt. Vernon Seminary, supra, is respectfully repeated: 


"The term 'private gain' as used in the statute, 
has reference only to gain realized by any individual 
or stockholder who has a pecuniary interest in the 
corporation and not, * * * to profits realized by the 
institution, but turned back into the treasury or ex- 
pended for permanent improvements * * *, It is 
the evident intention of the statute to exempt all 
institutions educational in nature which are non- 


commercial in their purpose." [Emphasis supplied. | 
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It can hardly be argued that the petitioner is not an institution edu- 
cational in nature. It is difficult to understand how it could be argued 
that it is commercial in its purpose. It is clearly non-commercial. 
The evidence shows that no dividends have ever been declared and no 
profits have ever been distributed. In fact, the by-laws forbid any 


Such declaration or distribution. 


The certificate of incorporation as amended (JA 128-130) relates 
solely to the distribution of the corporate assets upon dissolution of the 


corporation. If the corporation is dissolved the assets must be distrib- 
uted to a corporation not organized for private gain. The method by 
which the assets are distributed has been hereinbefore discussed. The 
members are entitled to designate in a certain manner portions of the 
assets to be distributed to a corporation not organized for private gain. 
The designation may be made in several ways: 
By a statement in writing to the trustees at the 
time the donation is made. 


By a statement made to the trustees at any time 
between the time of donation and the distribution. 


In the donor's will. 


If no designation is made, the board of trustees must distribute the 


assets to corporations organized as specified in the by-laws. 


These provisions do not create a property right in any real sense 
of the word. Certainly, they do not create private gain for the Goolsbys 
or any other contributors to the purposes of the corporation. Nor do 
they create “gain realized by any individual or stockholder who has a 
pecuniary interest in the corporation." These provisions merely create 
a right in the donor to designate what non-private gain institutions shall 
upon dissolution of Petitioner receive a certain proportion of the assets. 
Even if the designation is made in the will of a donor, such a des ignation 
does not cause the corporation to be "operated for private gain." 
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Far from creating a situation permitting the operation of the corpo- 
ration for private gain, these provisions of the certificate of incorpora- 
tion authorize and permit the giving away or donation of assets to a 
school or other institution not organized for private gain. Certainly, it 
cannot be rationally said that the power ina person to bring about a 
contribution to education or charity constitutes private gain. 


The mere fact of control by the Goolsbys of the activities of the 
corporation does not constitute operation for private gain. There is 
nothing in the exemption statute Specifying the manner in which the 
functions of the corporation shall be exercised. Whether two persons 
or a hundred persons guide the affairs of the corporation is immaterial 
so long as that guidance does not constitute operation for private gain. 


The school is operated by Petitioner under the name of Columbian 
Preparatory School. Prior to the organization of Petitioner, Mr. 
Goolsby had been employed by a school operated in the District of 
Columbia and known by this name. He purchased the name and good will 
of the school (JA 29-34; Ex. 10, JA 147-150). 


Mr. Goolsby, at the first meeting of the board of trustees of the 
Petitioner, entered into an arrangement with the Petitioner that it could 
use the name Columbian Preparatory School without cost to it (except a 
recited One Dollar which was never paid) so long as Mr. Goolsby re- 
mained Headmaster (JA 31). 


At a meeting of the board of directors on June 17 , 1957 (Ex, 12, 
JA 152), Mr. Goolsby offered to sell the name "Columbian Preparatory 
School" and all his interest and good will which he had purchased from 
the original owner whose name was Paul W. Puhl (Ex. 10) for $13,500.00 - 


$3,500.00 of which was to be paid in cash before the end of the year and 
the remainder to be payable at $2,000.00 a year without interest in five 


equal installments, in five successive years, beginning June 1, 1958. 
Mr. Goolsby's offer contemplated the sale as of June 1, 1957. It was 
regularly moved and seconded at this meeting that Mr. Goolsby's offer be 
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accepted immediately as of June 1, 1957, and that the transfer be legally 
binding as of that date. This motion was seconded and carried. Four 
members of the board of trustees who then constituted all the members of 
the board were present and voted in favor of the motion. The board 
directed that the attorney for the school be instructed to draw up the 
necessary papers for record. Under date of January 14, 1958 (Ex. 11, 
JA 150-152), this agreement was reduced to writing and duly executed. 
Mr. Goolsby testified (JA 90) that while there was some question as to 
whether he would get all cash or not he considered himself bound by the 
offer and acceptance made at the board meeting. After the board meet- 
ing of June 1, 1957; Mr. Goolsby ceased to have power to deal with the 
school name in any manner other than in accordance with the offer and 
acceptance made at the meeting. From that time on, the school became 
the owner of the equitable title to the name "Columbian Preparatory 
School." 


When this petitioner was previously before this Court in cases Nos. 
13, 964-13, 966, this Court had before it many of the same facts that ap- 
pear in this case. | However, in those cases it appeared that the amend- 


ments to the certificate of incorporation and to the by-laws had been 
made after the beginning of the tax year in question. 


Furthermore, during the tax year involved in those cases Mr. 
Goolsby was still the owner of the name “Columbian Preparatory School" 
and any good will connected therewith. 


The lower court's opinion adverse to the Petitioner in the previous 
cases was based almost entirely upon its analysis of the amendments to 
the certificate of incorporation and the by-laws. 


Upon appeal to this Court the District of Columbia Tax Court's 
adverse decision was affirmed with, however, the following statement: 


“Limiting our decision to the factual situation 
as it existed July 1, 1956, and disregarding as not 
then relevant amendments thereafter made to peti- 
tioner's charter and by-laws, and disregarding also 
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the reference made to said amendments in the 
opinion of the Tax Court, we affirm on the other 
grounds stated in said opinion." 

It is respectfully submitted that there is a reasonable implication 
in the opinion of this Court that had the amendments to the certificate of 
incorporation and the by-laws been in effect at the beginning of the tax 
year as they were in the present cases, a different result would have 
been obtained in this Court of Appeals. 


Certainly Mr. Goolsby would not have been able during the taxable 
years now involved, as the lower court stated he might have been in pre- 
vious years, to withdraw the use of the name of the school and thereby 
cripple it. 


The exemption statute does not require any specific kind of control 


in the operation of an exempt corporation. Indeed, the statute does not 


require that the exemption be accorded to corporations only. For all 
that the statute provides, Mr. Goolsby might well have operated the 
Columbian Preparatory School as a proprietorship. Had he organized 
such proprietorship so as not to operate for private gain, it is submitted 
that the property used by the school would still be exempt from real 
property taxes even though the entire functioning of the school would have 
been under Mr. Goolsby's sole direction. 


The lower court in its previous opinion relied upon certain cases to 
support its decision. None of these cases, it is respectfully submitted, 
supports the basis upon which the lower court decided those cases. An 


analysis of the cases will demonstrate this. 


Most of the cases cited by this court involve the question of exemp- 
tion from income taxes of corporations “organized and operated exclu- 
sively for * * * * educational purposes" and no part of their “net earn- 
ings inures to the benefit of any private shareholder or individual." 


In Gemological Institute of America v. Commissioner of Revenue, 
17 T.C. 1604, aff. 212 F. 2d 205, the Petitioner was a non-profit, non- 
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stock corporation, composed of five classes of members. One of its 
directors was paid a salary of $375.00 a month and in addition was enti- 
tled under a contract with the corporation to 50% of the net amount 
received from its business which was the conduct of a school to teach 
gemology. The court held that the contract to pay 50% of its net profits 
to an employee put the petitioner without the exemption statute because 


clearly part of its net earnings inured to the benefit of a private person. 


In Northern Llinois College of Optometry v. Commissioner, 2 TCM 


664, exemption was claimed under the same provision of the income tax 
law. Testimony in the case showed that it was the policy of the corpora- 
tion to distribute as salaries all earnings “not required for legitimate 
operations." The salaries ranged up to $30,000 a year. There can be 
no question but that the corporation was operated for private gain. This 
is not the situation in the case at bar. 


In Ralph H. Eaton Foundation v. Commissioner of Internal Revenue, 


219 F. 2d 527, petitioner was seeking exemption from income taxes on 
the ground that the net earnings did not inure to the benefit of a private 
person. The corporation had no capital stock and its articles prohibited 
the issue of any. The purposes of the corporation were stated to be the 
fostering and promotion of religious, charitable, and educational enter- 
prises. The court found as follows: 


“Clearly, however, the corporation itself was not 
intended to operate and did not operate as a 
religious, educational or charitable institution. 
What was purposed was only that the profits 
from its varéous business activities would be 
turned over to such institutions. In a word, 
petitioner is a 'feeder' corporation whose principal 
activities have not the remotest connection with any 
religious, charitable or educational enterprise. 
The record shows that it engaged actively and ex- 
clusively in various commercial or business enter- 
prises, namely farming, selling of real estate lots, 
the selling of sport clothes and in a construction 
business." (p. 528) 


* 
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"In the case before us it would appear that none of 
the activities in which petitioner actually engaged 
was charitable or religious. ~ All were of a busi- 
ness or commercial nature. But assuming the 
function of turning over the profits was an activity 
or operation it certainly was not the principal one." 
(p. 529) 

In Scholarship Endowment Foundation v. Nicholas, 106 F. 2d 552, 
the petitioner was a corporation organized as an educational institution. 
The organizers donated $34,000. The capital of the corporation was to 
be used to make loans to students and when the capital reached one mil- 
lion dollars, outright scholarships could be awarded. But the corpora- 
tion agreed to pay the donor $5,000 a year for life and after his death 
$5, 000 a year to his wife for life. This did not represent income on 
the $34,000 contribution but was a charge against the capital. Here 
clearly the corporation would be operating for private gain. 


The Court below in its most recent opinion relies almost entirely 
on the so-called “Clifford Cases or Doctrine" in deciding that Petitioner 
is not entitled to the tax exemption claimed. Petitioner contends that 
these cases and the cases cited by the Court in its opinion are not anal- 
ogous or in point with the situation considered here. In most of these 
cases the Courts concluded that the taxpayer had not effectively trans- 
ferred legal title by reason of the controls retained. There is no ques- 
tion here but that Petitioner does have title to the property absolutely. 


There are very explicit provisions of the Internal Revenue Code 
and the regulations of the Commissioner governing the retention of 
certain degrees of control over property insofar as income and estate tax 
matters are concerned. However, the right and power reserved to the 
taxpayer to designate charitable beneficiaries has been held proper and 
not in conflict with the socalled "Clifford Cases,"" see John Danz et al., 
v. Commissioner of Internal Revenue, 18 T.C. 454, Affd. 231 F. (2d) 
673, certiorari denied 352 U.S. 828. Also, Nicholas A. Stravroudis, 


et al., v. Commissioner of Internal Revenue, 27 T.C. 583. But more 


to the point, there are no comparable provisions of the District of 
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Columbia Code or regulations of the Commissioners affecting the exemp- 
tion of real property from taxation when used solely for non-profit educa- 
tional purposes. 


It is natural and understandable that the Founders of a school which 
has progressed entirely through their efforts should wish to retain (un- 
less others contribute more in money or services) a dominant voice in 
determining the non-profit educational institution which is to receive the 
assets of such school upon liquidation. _It is just as easy to imply that 
they might wish this control for the purpose of having the school name, 
or something in their memory perpetuated as part of the transfer as it is 
to imply that it was for personal gain. Certainly it is not the function 
of the Tax Court to impute a wrongful purpose to the founders of the 
school when there is no evidence to support it. This is the crux of the 
Court's decision below as it otherwise recognized that the school had not 
been operated to benefit any private individual. This has also been 
recognized by the Commissioner of Internal Revenue in granting it exempt 
status as a charitable educational institution. It is the facts as they now 


exist which determine the exemption and as set forth Supra the operations 


of the school meet all the tests and the requirements of the District Code 
in this respect. What is done on dissolution can be determined on the 
actual facts as they then exist. 


The Petitioner is, and was, not operated for private gain. 


pun 
PETITIONER EMBRACES THE GENERALLY RECOGNIZED 


RELATIONSHIP OF TEACHER AND STUDENT 
It is submitted that no argument upon this phase of the case need be 
made. The evidence clearly shows that the relationship of teacher and 
student existed at all times. This is emphasized by the statement of the 
lower court at the hearing that "There is no question about that relation- 
ship of teacher and student. I don't think there is any question about it'’ 
(JA 42). 
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CONCLUSION 


The Petitioner fulfills all the requirements entitling it to exemption 
of its real property from taxes. No individual or stockholder realizes 
any pecuniary gain from Petitioner's operations. It falls squarely with- 
in what this Court said when it declared the intention of the statute: “It 
is the evident intention of the statute to exempt all institutions, educa- 
tional in nature which are not commercial in their purpose," District of 


Columbia v. Mt. Vernon Seminary, supra. Petitioner is not organized 


for private gain, it is not operated for private gain, and no private person 
or anyone else receives any private gain from its operations. It embraces 
the generally recognized relationship of teacher and student. 


Respectfully submitted, 


DEAN HILL STANLEY 
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Washington, D. C. 
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QUESTIONS PRESENTED 

Where a District of Columbia statute exempts from real property 
taxation "buildings belonging to and operated by schools, colleges, or 
universities which are not organized or operated for private gain;" and 
where a school is conceived, organized, and controlled by a husband 
and his wife who are, respectively, its president and secretary-treasurer 
who retain the power to designate the recipient upon dissolution of the 
school's substantial assets and who have operated the school for their 
substantial private gain, in the view of counsel for respondent, the 


questions presented are: 


1. .Was not the District of Columbia Tax Court correct when it held 


that, under the facts, "the petitioner is not a school, college, or university 
not organized for private gain?" 

2. Does not the District of Columbia Tax Court's conclusion that 
petitioner is not entitled to real property tax exemption require affirmance 


for the reason that petitioner is, in fact, operated for private gain? 
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IN THE 
UNITED STATES COURT OF APPEALS 
FOR THE DISTRICT OF COLUMBIA CIRCUIT 


Nos. 15, 212-15, 220 inclusive 


THE SERVICE SCHOOLS FOUNDATION, Petitioner, 


Vv. 


DISTRICT OF COLUMBIA, Respondent. 


BRIEF FOR RESPONDENT 


COUNTER-STATEMENT OF THE CASE 


Petitioner, a District of Columbia corporation was organized in 
May of 1946 for the purpose of preparing young men for admission to 
one of the several service academies (J.A. 36, 127). The incorporators 
were Robert E. M. Goolsby, Ruth Goolsby, his wife, and Frances 
Goolsby, his mother, now deceased (J. A. 23, 24). Mr. Goolsby and 
his wife became, and still remain, trustees of the petitioner and, 
respectively, its president and secretary-treasurer (J. A. 24). Immedi- 
ately after the organization of Service Schools Foundation, certain by- 


laws pertinent to this case were adopted, which provide as follows: 


"TIT 
"BOARD OF TRUSTEES 


“1. The Board of Trustees shall for the first year, 
and until their successors are elected, consist of the 
three persons who are named as incorporators in the 
Certificate of Incorporation. Thereafter, the number 
of trustees of the Foundation shall be three who shall 
be elected as hereinafter provided. The Board of 
Trustees shall fill vacancies on the Board occurring 
either because of death or resignation. * * *. The 
members of the Board of Trustees elected by the 
Board 0: ors and Cons nts § y suc 
election also become members of the Fou. on 
with one vote each." 


"TV 
"ANNUAL AND SPECIAL MEETINGS 


"1. ***, At each annual meeting a Board of 
Trustees shall be elected by the members to serve 
asa rd oO ustees for the ensuing year. Trustees 
shall be chosen from the membership of the Foundation, 
the Board of Advisors and Consultants and the Faculty 
of any school conducted by the Foundation and shall be 
eligible to succeed themselves. 
* * * 
"4, Any number of members who in the aggregate 
are entitled to cast a majori é votes which may 
cast for the election of a Boar stees, as herein- 
aiter provi Ss constitute a quorum at annual an 
special meetings. -' (Emphasis supplied. ) (J. A. 132) 


Article VI, Section 1 of the by-laws recites that the three incorpo- 
rators, in consideration of a contribution of $5,000, would become life 
members of the corporation and, as such, entitled at elections of 
Trustees to twenty-five votes each (a total of seventy-five votes), 


with a survivorship provision pertaining to these votes in the event 
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of death of any of the aforesaid three incorporators, as follows: 
"VI 
MEMBERS 


"1. * **, Upon the death or resignation of any one 
of these three members, his or her twenty-five votes 
shall be divided equally between the survivors, who shall 
be entitled to cast the same, and upon the death of the last 
survivor — the seventy-five votes shall be divided amongst 
e other members e€ ratio which the number of votes 
which each member has heretofore been entitled to cast 
ears to the total number of votes all such members have 
een enti to cast.'"' (Emphasis supplied. ) (J. A. 


It is further provided in this by-law that other persons may 
become life members of the corporation and shall then be entitled to 
one vote for each contribution of $1. 000. 00. 


"2. Any person who contributes the sum of $1, 000 

or any multiple thereof, may be elected by the Board of 
Trustees to life membership in the Foundation and, when 
so elected, shall be entitled to cast one vote at meetings 
of the Foundation for each $1, 000 contributed. Such mem- 
bership with the votes represented thereby may be trans- 
erred or bequea to any person approv y the r 

or Trustees." (Emphasis supplied. ) (J. 


Section VIII of the by-laws provides as follows: 


‘There shall be no declaration or distribution of 
dividends or other earnings or profits of the Foundation 
to any of its members of trustees. No part of the net 
earnings of the Foundation shall inure to the benefit of 
any private individual; provided, however, that this pro- 
vision shall not prevent the payment of reasonable compensa- 
tion for services rendered the Foundation, nor the awarding 
of prizes or other aids to encourage worthy young men to 
strive for scholarly attainment." (J. A. 136) 


On October 31,' 1956, the by-laws were amended so as to coincide 


with an amendment of the certificate of incorporation. 

Section 9 of the original by-laws was repealed and there was sub- 
stituted therefor a section with the same wording as the amendment of 
the certificate of incorporation each of which provide: 


" 'f for any reason the Board of Trustees 
determines that it is not advisable, possible, or 
practicable to continue the conduct of a school in 
order to carry out the corporate purpose, thereupon 
the assets of the corporation shall be sold either by 
the corporation or the Board of Trustees as liquidating 
trustees in dissolution, for such price and on such terms 
as may be fixed by the trustees. Out of the proceeds of 
the sale there shall first be paid all corporate debts, 
obligations, and liabilities, and the balance of such pro- 
ceeds shall be paid over as follows: 


"Each person who has at any time contributed 
money or property to the corporation may, in the 
manner hereinafter provided, have the right to desig- 
nate a school, college, or university, or educational 
foundation or fund which is not organized or operated 
for private gain, as such is legally defined, to receive 
such portion of such proceeds as bears the same ratio 
to the entire assets of the corporation as the amount of 
money or property which such donor has contributed to 
the corporation bears to the entire amount contributed 
by all donors. Such designation may be evidenced by 
a statement in writing delivered to the trustees of the 
corporation at the time such donation is made or at 
any time between the time of the donation and the dis- 
tribution. Such designation may be changed by a donor 
at any time prior to the distribution. A donor may make 
such designation in his or her will and if a donor is 
deceased at the time of such distribution, the designa- 

mn in his or her s. control. y portion o 


such proceeds for which designation has not been made 
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shall be distributed to such institutions so organized 
as the Board of Trustees may direct. In any such 
distribution Robert E. M. Goolsby and Ruth Chryst 
ys e en é taken and consider 
as eac. na , 900.00, and no donor 
shall be taken or considered to have donated less than 
) . " (Emphasis supp. 5 


During the first year of existence the Board of Trustees of Service 


Schools Foundation consisted of three persons. On October 1, 1956, the 


by-laws were amended to increase the Board to five members. On July 
1, 1957, however, the Board of Trustees consisted of four members, 
although it now numbers five (J. A. 132, 137-138). 

Mr. Goolsby and his wife have absolute control over the affairs 
of the corporation since they are entitled between them to cast 75 votes, 
a majority of the votes which may be cast for the election of members 
of the Board of Trustees. 

Prior to the date of petitioner's incorporation, Robert Goolsby 
was employed in a private, commercially-operated school located at 
1811 Biltmore St., N.W. and then known as "Columbian Preparatory 
School". On April 17, 1946, Robert Goolsby acquired for the sum of 
$6, 000. 00 the exclusive rights to the name and good will of the "Columbian 
Preparatory School" (J. A. 30, 50-51). 

On May 4, 1946, at a meeting of the Board of Trustees of petitioner, 


attended by Robert E.M. Goolsby and his wife as the only trustees, as 


On October 31, 1956, the by-laws were amended so as to coincide 
with an amendment of the certificate of incorporation. 
Section 9 of the original by-laws was repealed and there was sub- 


stituted therefor a section with the same wording as the amendment of 


the certificate of incorporation each of which provide: 


"'H for any reason the Board of Trustees 
determines that it is not advisable, possible, or 
practicable to continue the conduct of a school in 
order to carry out the corporate purpose, thereupon 
the assets of the corporation shall be sold either by 
the corporation or the Board of Trustees as liquidating 
trustees in dissolution, for such price and on such terms 
as may be fixed by the trustees. Out of the proceeds of 
the sale there shall first be paid all corporate debts, 
obligations, and liabilities, and the balance of such pro- 
ceeds shall be paid over as follows: 


"Each person who has at any time contributed 
money or property to the corporation may, in the 
manner hereinafter provided, have the right to desig- 
nate a school, college, or university, or educational 
foundation or fund which is not organized or operated 
for private gain, as such is legally defined, to receive 
such portion of such proceeds as bears the same ratio 
to the entire assets of the corporation as the amount of 
money or property which such donor has contributed to 
the corporation bears to the entire amount contributed 
by all donors. Such designation may be evidenced by 
a statement in writing delivered to the trustees of the 
corporation at the time such donation is made or at 
any time between the time of the donation and the dis- 
tribution. Such designation may be changed by a donor 
at any time prior to the distribution. A donor may make 
such designation in his or her will and if a donor is 
deceased at the time of such distrib ution, the designa- 

nm in his or her Ss. control. y portion o 


such proceeds for which designation has not been made 
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shall be distributed to such institutions so organized 
as the Board of Trustees may direct. In any such 
distribution Robert E. M. Goolsby and Ruth Chryst 
== Soa to be en and consider 
» and no donor 


Spall be taken or ae deret © have donated less than 


mphasis supp. J.A. 


During the first year of existence the Board of Trustees of Service 


Schools Foundation consisted of three persons. On October 1, 1956, the 


by-laws were amended to increase the Board to five members. On July 
1, 1957, however, the Board of Trustees consisted of four members, 
although it now numbers five (J. A. 132, 137-138). 

Mr. Goolsby and his wife have absolute control over the affairs 
of the corporation since they are entitled between them to cast 75 votes, 
a majority of the votes which may be cast for the election of members 
of the Board of Trustees. 

Prior to the date of petitioner's incorporation, Robert Goolsby 
was employed ina private, commercially-operated school located at 
1811 Biltmore St., N. W. and then known as "Columbian Preparatory 
School". On April 17, 1946, Robert Goolsby acquired for the sum of 
$6, 000. 00 the exclusive rights to the name and good will of the "Columbian 
Preparatory School" (J. A. 30, 50-51). 

On May 4, 1946, at a meeting of the Board of Trustees of petitioner, 


attended by Robert E.M. Goolsby and his wife as the only trustees, as 


appears from petitioner's minute book, the following action was taken by 
Mr. and Mrs. Goolsby: 
"Mr. Robert E.M. Goolsby offered to authorize 

the corporation to avail itself of all the privileges and 

rights acquired by him ona contract dated April 17, 

1946, between him and Paul W. Puhl, so long as the 

corporation retained Mr. Goolsby as headmaster of 

—— n Preparatory School." (Emphasis supplied. ) 

Commencing in 1946, Mr. Goolsby leased the name and good will 
of the "Columbian Preparatory School" to petitioner for $1.00 per year. 
On January 14, 1958, he, for the sum of $13,500, conveyed and assigned 
all of the privileges and rights acquired by him from Paul W. Puhl, 
including the name "Columbian Preparatory School". Of this sum $3, 500 
was to be paid before the end of the then current year with the balance 
to be paid at the rate of $2,000 per year, without interest, in five suc- 
cessive years beginning June 1, 1958. The reputation and good will of 
the school conducted by the petitioner is associated entirely with the name 
"Columbian Preparatory School", not with the name Service Schools 
Foundation, Inc. 

Since 1946, petitioner has operated only in the name of "Columbian 
Preparatory School." Service Schools Foundation has maintained all the 
books and records in its own corporate name trading as "Columbian 


Preparatory School" (J.A. 89). All brochures and other information 


disseminated to the public appear solely under the name "Columbian 
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Preparatory School." 

In 1958, lot 814 in square 2549 known as 1854 Biltmore Street, 
N.W., was sold by petitioner to Robert E. M. Goolsby for $25, 000. 00 
under an agreement providing that petitioner would continue to use the 
premises with the obligation to pay the required installments on the 
existing encumbrance of $14, 741.95 until paid, and to assume all upkeep, 
maintenance, and repair expenses incident to the property (J. A. 150-151). 
Part payment for the property was made by Goolsby, without prior approval 
of the Board of Trustees, through transfer to petitioner of legal title to 
Goolsby's Volkswagen. Notwithstanding the transfer of legal title to the 
petitioner, Goolsby retains the use of the automobile (J. A. 59-63). 

Prior to the sale of the property, a resolution by the Board of 


Trustees dated December 20, 1954, acknowledged the indebtedness of 


petitioner to the estate of Mrs. Frances Goolsby in the sum of $18, 400. 


This indebtedness was acknowledged despite the admissions contained in 
the resolution that it represented loans evidenced only by unsecured notes 
bearing no interest and without specific dates of maturity, and despite the 
further admission that Mrs. Frances Goolsby's administrators were 
unable to find among her effects any of the notes from the corporation. 


(J.A. 242, 243). 


As a result of the resolution, a non-interest bearing note in the 
amount of $18, 400.00 was drawn payable to the order of the heirs or 
assigns of Mrs. R. E. Goolsby's estate and the amount thereof credited 
against the purchase price of the property known as 1854 Biltmore Street, 
N.W. (J.A. 242) 


This note was later cancelled and a new interest bearing note in the 


identical amount of $18, 400.00 was drawn payable to Robert E.M. Goolsby 


and reclassified on petitioner's records as a note payable to Robert 
Goolsby carrying interest at 6 percent (J.A. 119). All of the foregoing 
actions were taken without any evidence purporting to show the authority 
of petitioner to draw such a note or to make sucha change in its records, 
or any evidence that Frances Goolsby's administrator authorized such a 
transfer of estate assets. No records or evidence pertaining to the 
administration or distribution of the assets of the estate of Frances 
Goolsby were produced by petitioner before the Tax Court (J. A. 111, 112). 
Petitioner's accountant testified that certain of petitioner's receipts, 
amounting to between $4, 000 and $5, 000 as carried in the 1948 audit report 
and initially described as contributions, were later reclassified and trans- 
ferred to the Goolsby's loan account (J. A. 107-108). Original account 
books showing the contributions were not introduced in evidence, with the 


result that the testimony of petitioner's accountant is only a summarization 
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of auditor reports (J. A. 107-108). 

At the present time the total current worth of the petitioner is 
approximately $130, 000. 00. 

The Finance Officer, on or about August 28, 1957, mailed to peti- 
tioner for the fiscal year July 1, 1957 to June 30, 1958, bills for real 
estate taxes due on the properties involved in the total amount of $2, 586. 27, 


identified for purposes of this statement as follows: 


Docket No. Appeal No. 
(D.C. Tax Court) (U.S. Court of Appeals) Lot Square Amount 


1617 15212 2548 $1209.80 
1618 15213 2549 565. 90 
1619 15214 2549 315. 54 
1620 15215 2546 238.16 
1621 15216 2546 257. 08 


On or about September 3, 1958, the Finance Officer mailed to peti- 
tioner for the fiscal year July 1, 1958 to June 30, 1959, bills for real 
estate taxes due on the properties involved in the amount of $2,020. 58, 
identified here as follows: 


Docket No. Appeal No. 
(D.C. Tax Court) (U.S. Court of Appeals) Lot Square Amount 


1664 15217 $1209. 80 
1665 15218 
1666 15219 
1667 15220 


These taxes have not been paid by petitioner. On April 28, 1959, 
the District of Columbia Tax Court concluded that petitioner's real estate 
taxes for the two fiscal years involved had been validly assessed. This 
appeal followed. 

SUMMARY OF ARGUMENT 

The District of Columbia real property tax exemption statute specifi- 
cally prohibits the exemption of real property belonging to schools, colleges, 
or universities organized or operated for private gain. Service Schools 
Foundation failed to establish before the District of Columbia Tax Court 
that it is not a school, college or university, not organized for private 
gain. The two principal incorporators of petitioner, Robert E. M. Goolsby 
and his wife, Ruth Goolsby, have so devised petitioner's charter and by-laws 


as to vest in the mselves control over the election of petitioner's Board of 


Trustees and, in turn, complete control over all corporate affairs, including 


the power to discontinue the school, ‘sell its assets on their terms, and then 
designate, either inter vivos or by will, the recipient of these substantial 
assets. This undisputed control of petitioner by Robert Goolsby and his 
wife, its president and secretary-treasurer respectively, caused the 
District of Columbia Tax Court to hold, and correctly so: 


"The petitioner is not a school, college or university 
not organized for private gain."" (J. A. 255) 


Even assuming it is not organized for private gain, petitioner does 
not meet the requirements of the exemption statute. The phrase "not 
operated for private gain, '' as used in Section 47-801a(j), D.C. Code, 
1951, not only contemplates the absence of direct pecuniary gain such 
as the distribution of dividends, but, also, excludes any gain in advantage, 
resources, profits or economic benefits, regardless of the manner in 
which these gains or benefits reach the ultimate beneficiary. 

Robert Goolsby and his wife have, through their control over peti- 
tioner, obtained substantial private gains in their administration of the 
affairs of the corporation. 

The private gain resulting to the Goolsbys from the actual "operation" 


by them of petitioner requires affirmation of the decision of the Tax Court 


that petitioner is not entitled to real property tax exemption. 


ARGUMENT 
I 
Petitioner is not a corporation not organized 
or private gain. 
The rule of strict construction of tax exemption statutes is well 
settled in this jurisdiction, and is clearly set forth in Washington Chapter 
of the American Institute of Banking v. District of Columbia, 92 U.S. 


App. D.C. 139, 141, 203 F. 2d 68, as follows: 


"Exemptions from taxation are strictly construed 
against those claiming the exemption, even if the claimant 
is a charitable or educational institution, because such 
exemptions are in the nature of a renunciation of sovereignty, 
and are at war with sound basic tax philosophy which requires 
a fair distribution of the burden of taxation." 


In College of Paterson v. State Board of Tax Appeals, 131 N. J. L. 
57, 34 A. 2d 740, 741, a case in which the College of Paterson was 
incorporated under an act entitled "An Act to incorporate associations 
not for pecuniary profit", the court made the following observation: 
"It is settled beyond question that statutes granting 
exemptions are to be construed most strongly against 
those claiming thereunder; that a college must establish 


that it is fundamentally a charitable institution and that 
the proofs to that end must be free from fair doubt." 


See also City of Trenton v. State Board of Tax Appeals, 127 N. J. L. 105, 


21 A. 2d 644. 

The stated objectives of the corporate organization may be determined 
by looking at its charter and by-laws. Nevertheless, for purposes of Dis- 
trict tax exemption, it must be so conducted that private gain does not inure 
to any individual. This Court observed in White v. Central Dispensary & 
Emergency Hospital, 69 App. D.C. 122, 126, 99 F. 2d 355, at page 126: 

"But even if it be a fact that the appellee is incorpo- 

rated as a charitable corporation and even if judicial 

notice could be taken that it is so incorporated, this 

would not conclude the question whether or not it is a 


charity. * * * If, therefore, the appellee in the instant 
case seeks to exonerate itself from liability by pleading 
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as an affirmative defense that it is a charitable 
corporation, the trial court will consider not 
merely its charter, but also any competent 
evidence offered in respect of the actualities of 
its operations. " 


The Supreme Court of New Jersey in Dana College v. State Board 


of Tax Appeals, 14.N.J. Miss. R. 308, 184A. 412, 414 ruled that: 


"The fact of incorporation under the nonpecuniary 

act is not conclusive proof that the corporation is a 

charitable institution. The facts of each case deter- 

mine the character of the corporation. * * *," 

Webster's New International Dictionary, Second Edition, defines 
the word "gain" as an increase in profit, resources or advantages or 
to secure an advantage. The phrase "not organized or operated for private 
gain, as used in Section 47-801a(j), D.C. Code, 1951, not only con- 
templates the absence of direct pecuniary benefits, such as the distribution 
of profits to stockholders, but also excludes any gain in advantages, re- 
sources, or profits regardless of the manner these gains reach the intended 
beneficiaries who, in this case, are Robert E.M. Goolsby and his wife. 
The Goolsbys absolutely control petitioner, possessing the power to have 
the Board of Trustees determine, as provided by Article IX of the by-laws 
“that it is not advisable, possible, or practicable to continue the conduct of 
the school, '' which in turn would give them the right to designate the school, 
college, university or educational foundation which is to receive the entire 


proceeds from the sale of the petitioner including the name "Columbian 
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Preparatory School" (Ex. 3C, J.A. 137-138). 


Control has been established through careful and skillful corporate 
organization. The by-laws of the corporation adopted in May, 1946 provide 
that the Board of Trustees shall, for the first year, and until their suc- 
cessors are elected, consist of the three persons who are named as in- 
corporators in the certificate of incorporation. Robert Goolsby and his 
wife, together with Mr. Goolsby's mother, now deceased, were the three 
original incorporators as well as the original trustees. The by-laws further 
recited that the three incorporators, in consideration of a contribution of 
$5,000 would become life members of the corporation and, as such, entitled 
to 25 votes each (a total of 75 votes), with a survivorship provision pertair.- 
ing to these votes in the event of death. This survivorship provision provides 
that upon the death or resignation of any one of these three members, his or 

. her 25 votes shall be divided equally between the survivors, who shall be 
entitled to cast the same. Once a year a Board of Trustees is elected from 
among the members of the foundation. The votes retained by the Goolsby's , 
as two of the three original trustees, constitute an overwhelming majority 
of the votes entitled to be cast at the annual meeting for the election of the 
Board of Trustees, thereby insuring the Goolsbys of absolute control over 
petitioner. 

Complete control of all corporate affairs, including amendments to 
the charter and by-laws, rests with the Board of Trustees. Upon dissolution 
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Article IX of the by-laws and Article VI of the charter, as amended, pro- 


‘vides as follows: 


"If for any reason the Board of Trustees determines 
that it is not advisable, possible, or practicable to con- 
tinue the conduct of a school in order to carry out the 
corporate purpose, thereupon the assets of the corpora- 
tion shall be sold either by the corporation or the Board 
of Trustees as liquidating trustees in dissolution, for such 
price and on such terms as may be fixed by the trustees. 
Out of the proceeds of the sale there shall first be paid 
all corporate debts, obligations, and liabilities, and the 
balance of such proceeds shall be paid over as follows: 


"Each person who has at any time contributed money 
or property to the corporation may, in the manner herein- 
after provided, have the right to designate a school, college, 
university, or educational foundation or fund which is not 
organized or operated for private gain, as such is legally 
defined, to receive such portion of such proceeds as bears 
the same ratio to the entire assets of the corporation as 
the amount of money or property which such donor has 
contributed to the corporation bears to the entire amount 
contributed by all donors. Such designation may be evidenced 
by a statement in writing delivered to the trustees of the 
corporation at the time such donation is made or at any time 
between the time of a donation and the distribution. Such 
designation may be changed by a donor at any time prior to 
distribution. A donor may make such designation in his or 
her will and if a donor is deceased at the time of such a dis- 
tribution the designation in his or her will shall control. 
Any portion of such proceeds for which designation has not 
been made shall be distributed to such institutions so organized 
as the Board of Trustees may direct. In any such distribution 
Robert E.M. Goolsby and Ruth Chryst Goolsby shall be entitled 
to be taken and considered as having each donated $40, 000. 00, 
and no donor shall be taken or considered to have donated less 
than $1,000.00." (J. A. 129, 138°) 


There has been no showing either by testimony or financial record 


that the Goolsbys contributed $80, 000 to petitioner, or that anyone else 
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has contributed $1,000. The first paragraph of the paragraph numbered 
"Sixth" of the charter, as well as the first paragraph of Article IX of the by- 
laws of Service Schools Foundation, as amended, authorize the dissolution 
of the corporation and the sale of its assets "for such price and on such 
terms as may be fixed by the trustees." Since the Goolsbys control, for 
practical purposes, the Board of Trustees, they control the dissolution of 


the corporation, the selection of the purchaser of the assets of the corpora- 


tion and the price to be paid therefor. Thus, if they desire, they can cause 


the sale of the assets to themselves, or to some institution organized and con- 
trolled by them. 

The second paragraph of the "Sixth" Article of the charter and the 
second paragraph of Article IX of the by-laws is pertinent only to the dis- 
tribution of the amount received from the sale of the assets, so that the 
designation of a "school, college, university, or educational foundation or 
fund which is not organized or operated for private gain, " as the recipient 
of the amount received from the sale is of significance only to the extent 
that that amount is representative of the value of the assets, a matter con- 
trolled by the Goolsbys. Undeniably, the authority of the Goolsbys is of 
economic benefit to them for, whatever may be the semantics employed in 
the charter and the by-laws, Mr. and Mrs. Goolsby have painstakingly re- 
tained dominion over the affairs of the corporation both during its operation, 


and its demise. 
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In Town of Montclair v. State Board of Equalization of Taxes, 86 
N.J.L. 497, 92 A. 270, the Supreme Court of New Jersey said the following, 
which could well have been written for the instant case: 


'%* * * we think, from all the facts stated, it is 
quite plain that the metamorphosis was shrewdly 
intended as a subterfuge to escape taxation, while 
the incomes of the headmaster and his staff should be 
in no way diminished. 


"A reading of the fourth paragraph of section 3 
will disclose that the exemptions therein granted 
relate to institutions of a religious, philanthropic, 
or charitable character. A school not conducted 
for profit must necessarily be fundamentally phiian- 
thropic or charitable, and only incidentally the source 
of income for its staff. As was said in Institute of 
Holy Angels v. Bender, 79 N. J. Law, at page 36, 

74 Atl. 252; 

‘Such institutions * * * give more than they get, 
and make up the deficiency of the tuition fees to pay 
for the actual cost of the instruction, in part by the 
self-sacrificing devotion of the teachers, and in part 
by the bounty of past generations' (i.e., endowment 
gifts). 


"There is nothing in this case to show either a 
deficiency of tuition fees, an endowment, or that the 
teachers are underpaid and serve as an act of charity 
or philanthropy. The school is, as it always has been, 
a business proposition, conducted to make an adequate 
living for its real owner." 


The economic benefits to the Goolsbys are direct and exclusive and 


practically identical with those exercised by an individual proprietorship. 


In Burnet v. Wells, 289 U.S. 670, 677, 678, 53S. Ct. 761, 77L. Ed. 1439, 


a case in which an irrevocable trust was established to pay for insurance 
on the settler's life, the Supreme Court of the United States concluded: 


'™* * * Through the devices thus neutralized as well 
as through many others there runs a common thread 
of purpose. The solidarity of the family is to make it 
possible for the taxpayer to surrender title to another 
and to keep dominion for himself, or if not technical 
dominion, at least the substance of enjoyment. * * * 
In these and other cases there has been a progressive 
endeavor by the Congress and the courts to bring about 
a correspondence between the legal concept of ownership 
and the economic realities of enjoyment or fruition. * * *, 


"* * * 'Taxation is not so much concerned with the 
refinements of title as it is with the actual command 
over the property taxed -- the actual benefit for which 
the tax is paid.’ * * * Liability may rest upon the enjoy- 
ment by the taxpayer of privileges and benefits so sub- 
stantial and important as to make it reasonable and just 
to deal with him as if he were the owner, and to tax him 
on that basis. * * *," 


The absolute power in Mr. and Mrs. Goolsby to determine what 
institution or institutions shall receive the assets of the petitioner is 


Similar to the control retained by the trustees over the corpus of the 


trust in Helvering v. Clifford, 309 U.S. 331, 334, 335, 336, 60S. Ct. 


554, 84 L. Ed. 788. There the respondent had declated himself trustee 

of certain securities which he then owned. The trustee, however, retained 
such wide powers over the corpus that it could be said for all practical 
purposes that he had retained the same absolute control as an individual 


owner would have. Mr. Justice Douglas, delivering the Supreme Court's 
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opinion, made the following statement: 


'* * * Technical considerations, niceties of the law 
of trusts or conveyances, or the legal paraphernalia which 
inventive genius may construct as a refuge from surtaxes 
should not obscure the basic issue. That issue is whether 
the grantor after the trust has been established may still 
be treated, under this statutory scheme, as the owner of 
the corpus. * * * In the absence of more precise standards 
or guides supplied by statute or appropriate regulations, 
the answer to that question must depend on an analysis 
of the terms of the trust and all the circumstances attendant 
on its creation and operation. And where the grantor is 
the trustee and the beneficiaries are members of his family 


group, special scrutiny of the arrangement is necessary 
Kk, 


"So far as his dominion and control were concerned 
it seems clear that the trust did not effect any substantial 
change. In substance his control over the corpus was in 
all essential respects the same after the trust was created, 
as before. The wide powers which he retained included for 


all practical purposes most of the control which he as an 
individual would have. There were, we may assume, ex- 
ceptions, such as his disability to make a gift of the corpus 

to others during the term of the trust and to make loans to 
himself. But this dilution in his control would seem to be 
insignificant and immaterial, since control over investment 
remained. * * * Our point here is that no one fact is normally 
decisive but that all considerations and circumstances of the 
kind we have mentioned are relevant to the question of owner- 
ship and are appropriate foundations for findings on that issue. 
Thus, where, as in this case, the benefits directly or indirectly 
retained blend so imperceptibly with the normal concepts of full 
ownership, we cannot say that the triers of fact committed 
reversible error when they found that the husband was the 
owner of the corpus for the purposes of §22(a). To hold other- 
wise would be to treat the wife as a complete stranger; to let 
mere formalism obscure the normal consequences of family 


solidarity; and to force concepts of ownership to be 
fashioned out of legal niceties which may have little 
or no significance in such household arrangements. 

"The bundle of rights which he retained was so 
substantial that respondent cannot be heard to complain 
that he is the 'victim of despotic power when for the 
purpose of taxation he is treated as owner altogether. ' 
See DuPont v. Commissioner, 289 U.S. 685, 689." 
These cases and the basic theory which they present are applicable 

to the petitioner. 
ra 


Petitioner is not a corporation not con- 
ct or private gain. 


Petitioner does not meet the requirement of the exemption statute 
that it not be operated for private gain. The Tax Court found that both 
its corporate organization and its relation to and control by Robert Goolsby, 
president and headmaster of the school, and his wife, result in economic 
benefit to them. Such benefit is tantamount to private gain and for this 
reason is fatal to the exemption claimed by petitioner. In this connection, 
the Tax Court, in its opinion stated: 

"The Court has found, however, that the petitioner 

can not be said to be a school 'not organized or operated 

for private gain.’ Such findings is a mixed conclusion 

or determination of fact and law, which requires an 


exposition of the reasons which prompted it." (J. A.255-256) 


Even assuming arguendo and contrary to the conclusions of the 


District of Columbia Tax Court, that petitioner is not organized for 
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private gain, Robert E. M. Goolsby, by his operation of Service Schools 


Foundation has, in fact, received direct economic benefit, a fact clearly 


demonstrated by the sale to petitioner of the name "Columbian Preparatory 


School." On April 17, 1946, Mr. Goolsby acquired, for the sum of 

$6, 000.00, the exclusive right to the name "Columbian Preparatory School. " 
Thereafter, until January 14, 1958, he leased the name to petitioner for the 
sum of $1.00 per year. On January 14, 1958, he sold the name to petitioner 
for $13, 500 (Ex. 12), thus realizing a $7, 500.00 profit on his initial invest- 
ment of $6,000.00 by capitalizing on the good will which had accrued to the 
name "Columbian Preparatory School" during petitioner's operation of the 
school. By this transaction, Goolsby sold the name "Columbian Preparatory 
School", his personal property, to a corporation which he absolutely con- 
trolled, thus, in effect, retaining for himself the thing sold. He did not lose 
the name "Columbian Preparatory School" since, in substance, his control 
over the name is in all essential respects the same after the sale as it was 
prior to it. The wide powers he exercises over petitioner include most of 
the control which he, as an individual, would have over the name "Columbian 
Preparatory School."" This transaction is indicative of the manner in which 
Mr. Goolsby dealt, to his private benefit, with fiscal affairs of the corpora- 
tion. 


Another example of private gain which has inured to Mr. Goolsby is 
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evidenced by the sale to him of petitioner's property at 1854 Biltmore St. , 
N.W. on January 14, 1958, for $25, 000 on the following terms: 

(1) $18, 400. 00 owed by petitioner to Mr. Goolsby's mother. 

(2) Salary in arrears. 

(3) One Volkswagen automobile. 

Exhibits B and C, as stipulated by the parties to these cases, are 


as follows: (J.A. 242) 


"EXHIBIT C 


"I, Ruth C. Goolsby, Secretary of The Service- 
Schools Foundation, Inc., hereby certify that the follow- 
ing resolution was duly passed by the Board of Trustees 
of said corporation on December 20, 1954; to wit: 


"Resolved, in view of the fact that in recent years 
Mrs. Frances Moorman Goolsby has made many loans 
to the corporation by check and by cash, extending from 
1946 through 1951, said loans being evidenced only by 
unsecured notes bearing no interest and without specific 
date of maturity, and in view of the fact that during her 
last months of illness Mrs. Gooisby was unable to attend 
to her financial affairs in an orderly manner so that in 
consequence her present administrators are unable to 
find among her effects any of the notes due her from the 
corporation, together with other notes and evidences of 
monies due her, the Corporation hereby freely acknowledges 
their indebtedness to the estate of Mrs. Frances Moorman 
Goolsby in the amount of $18, 400.00, and that the trustees 
are hereby directed to authorize and the president hereby 
directed to give the estate of Frances M. Goolsby a note 
for $18, 400.00, said note to bear interest and have a date 
of maturity satisfactory to the heirs of Mrs. Frances M. 
Goolsby. ' 
/s/Ruth Chryst Goolsby, 
Ruth Chryst Goolsby, Sec.-Treas. 
The Service-Schools Foundation, Inc." 


"EXHIBIT B 


WASHINGTON, D.C. Jan. 1, 1955 


"On demand after date I promise to pay to the order 
of the heirs, or their assigns of Mrs. R. E. Goolsby's 
estate Eighteen Thousand Four Hundred Dollars for value 
received, with interest of No per cent per annum until 
‘paid. Payable at Liberty National Bank, Washington, D.C. 


"The maker or makers and all other parties hereto, 
whether endorsers, sureties or guarantors, severally 
waive presentment, demand protest and notice, and con- 
sent to any extension of the time of payment hereof made 
after maturity by agreement with the maker, with or 
without notice, and if this note be not paid when due 
‘hereby authorize any attorney of any court of record to 
appear for us or either of us in such court and confess 
judgment without process in favor of the holder for such 
amount as may be due and unpaid herein with costs at 
suit and 10 per cent attorney's fees, hereby waiving all 
rights of appeal and stay of execution. 


/s/The Service Schools Foundation 
By R.E.M. Goolsby, President." 


The foregoing resolution has the effect of compelling petitioner to 
voluntarily pay alleged loans, evidenced only by unsecured notes which 
Frances Goolsby's administrators are unable to find. Assuming these 
debts were valid obligations of petitioner and no reason existed to prevent 
their payment, there is nothing in evidence to prove that the estate of 
Mr. Goolsby's mother has ever been settled. These debts, if valid, were 
valuable assets of her estate, and no legal right existed in petitioner to pay 


these obligations to anyone other than a legal representative of her estate. 
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That the contrary occurred is demonstrative of Mr. Goolsby'’s absolute 
control of petitioner, exercised in conjunction with his wife. 

Testimony of petitioner's accountant shows that several of the so- 
called loans were originally carried as contributions and then later re- 
classified as loans (J. A. 107-108). Petitioner's books and records for 
the period when the majority of the alleged loans or advances were made 
are lacking or are so grossly inadequate for determining the actual amounts 
advanced, together with the names of the donors, as to render them virtually 
useless. Little or no weight, therefore, can be given to the audit reports 
involving the monies said to be due to Goolsby's mother. Petitioner failed 
to introduce records vital to a determination of the authenticity of these 


so-called loans. This failure and the fact that such records as were 


introduced were, at least partially, contradicted by oral testimony, made 


it impossible for petitioner to state with any degree of certainty that Goolsby 
did not, infact, derive a profit when he obtained 1854 Biltmore St., N. W. 
as part payment for these alleged loans or advances. This type of trans- 
action could never have occurred were it not for the dominion which the 
Goolsbys exercise over the affairs of petitioner. 

The last item of payment for the property was the surrender to peti- 
tioner of Goolsby'’s Volkswagen automobile, valued by Goolsby at $1, 600. 00. 


The testimony on this matter is indicative of the arbitrary manner in which 
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Mr. Goolsby dealt with petitioner (J. A. 58-61). The gist of this testimony 
is that Mr. Goolsby decided that he would sell the car, that he thereafter 
set the price therefor and turned the car over to the school (retaining the 
use of it, however), without even bothering to have a meeting of the Board 
of Trustees. 

The economic benefits received by the Goolsbys as a result of their 
operation of petitioner are direct, and identical with those benefits obtainable 
by an individual owner. The Goolsbys surrendered legal title to the school 
but retained to themselves dominion over petitioner. 

In Lawrence-Smith School, Inc. v. City of New York, 166 Misc. 856, 
2N.V.S 2d 752, 755, affirmed 7 N. Y.S. 2d 486, 255 App. Div. 762, appeal 
denied 7 N. Y.S. 2d 1006, 255 App. Div. 847, affirmed 21 N. E. 2d 693, 


280 N. Y. 805, the plaintiff, an educational corporation which conducted an 


elementary and secondary school, brought an action to cancel a cloud on 
title to real property, claiming that it was entitled to exemption under the 
exemption statutes applying to educational institutions. Defendant City 

of New York, disputed the right to exemption and urged that, although 
plaintiff was, in form, a non profit and non stock corporation, in realty 
it was a profit-making corporation within the meaning of the tax law. 


In deciding the case, the Supreme Court of New York County ruled: 


"In considering tax exemption statutes, the courts, 
in line with what obviously is the legislative policy, 
have refused exemption unless it clearly appeared 
that the corporation was altogether free from a profit- 
making purpose. Exemptions from on are 
derogation of the sovereign authority of the state, 
and it clearly is the legislative intent that statutes 
conferring such exemptions should not be extended 
beyond their express provisions. Such statutes 
confer a favor upon the recipients of the exemptions, 
and, before a class of persons or property is relieved 
from the recognized obligation to pay taxes, no matter 
how deserving of assistance, it must be shown that 
both the spirit and the letter of the law have been met. 


‘* * * Tt further provides that exemption shall not 
be allowed if the organization, though ostensibly non- 
profit-making in character, is really a guise or pre- 
tense for making profit from its operation. " (Emphasis 
supplied. ) 


In an action by a business college to recover taxes paid under 
protest, on the ground that it was used exclusively for educational 
purposes, the Supreme Court of Kansas in Lawrence Business College 
v. Gardner, 145 Kan. 145, 64 P. 2d 63, 66, in deciding against tax 
exemption stated: 


'™* * * We have taken a broad view of the history of 
the school from the beginning up to the present time, 
including its method of operation through the years and 
at the present time. It matters not whether the profits 
made are taken out in dividends or in salaries to the 
owners. The fact remains that the primary purpose of 
the school is not to instruct the youth of the land but 
to furnish a means of livelihood for the owners of the 
corporation. 


"What was said by Justice Mason in the case of 
Lawrence Business College v. Douglas County applies 
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with equal force in this case. 'The plaintiff has failed 
to sustain the burden resting upon it to clearly establish 
that it is not conducted for profit.’ ". 


Exemption from taxation on property of educational institutions is 


provided by most of the states and the District of Columbia. While the 


exact phraseology of the exemption statutes differ in the several states, 
it is generally considered that the exemption of such institutions is intended 
to be confined to those institutions which are not established for the pecuni- 
ary advantage of individuals. Viewed over all, the operations of Service 
School Foundation from the time of its organization to the present date, 
raise "a doubt" which the Supreme Court of the United States stated in 
Chicago Theological Seminary v. Illinois, 188 U.S. 662, 672, 23S. Ct. 
386, 47 L. Ed. 641, "is fatal to the claim”. 
CONCLUSION 
It is respectfully submitted that the decisions of the District of 

Columbia Tax Court, affirming the assessment of real property taxes 
against petitioner were correct and should be affirmed. 

CHESTER H. GRAY, 

Corporation Counsel, D.C., 

MILTON D. KORMAN, 

Principal Assistant Corporation 

Counsel, D.C., 

HENRY E. WIXON, 

Assistant Corporation Counsel, D.C., 

ROBERT E. McCALLY, 

Assistant Corporation Counsel, D.C., 

Attorneys for Respondent, 


District Building, 
Washington 4, D.C. 
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Motion to continue hearing - Granted to 
Mar. 17. Parties notified. 


1958 
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Granted. 
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DISTRICT OF COLUMBIA, 
Respondent. 


DOCKET ENTRIES 
PROCEEDINGS MEMORANDUM 


Petition filed, Corporation Counsel, Real Estate 
Finance Officer and Attorney for Petitioner Tax 
served. $1,209.80 


Motion that the cases be decided upon the 

transcript of evidence and exhibits in cases 
Nos. 1617 to 1621, both inclusive, with such 
Stipulation of additional facts as the parties 
may agree to. Granted. All parties served. 


Brief for Petitioner. Stipulation - Certificate 
of service. 


Respondent's motion for extension of time to 
file brief. 


Motion granted - Certificate of service. 
Brief for respondent - Certificate of service. 


Findings of Fact, Opinion & Decision, Corpo- 
ration Counsel, Finance Officer, and Attorney 
for Petitioner served. 


Motion to supplement Findings of Fact. 
Certificate of service. 


Objections to supplemental Findings of Fact 
suggested by Respondent. Order Amending 
Findings of Fact. All parties served. 


Petition for Review of a Decision of the 
District of Columbia Tax Court. All parties 
served. 


Designation of Record on Review - Certificate 
of service. 


[ Docket entries in the following companion 
cases identical to the foregoing with the 
exception of the amount of real estate tax, 
as follows: 
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2 " 1666(. " " 15219): 257.08 
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[ Filed Nov. 13, 1957] [Docket No. 1617 Appeal No. 15212] 


PETITION 


The above-named petitioner appeals from an assessment of real 
property taxes against it and avers as follows: 

1. The petitioner is an educational association organized under 
Subchapter Three of Chapter Eighteen of the Act of March 3, 1901, en- 
titled, "An Act to Establish a Code of Law for the District of Columbia" 
(as amended), 31 Stat. 1283, Ch. 854 as amended; District of Columbia 
Code as Ch. 6 of Title 29 (1951 Edition), with its principal office at 
1811 Biltmore Street, Northwest, Washington, D. C. 

2. The tax in controversy is a District of Columbia real property 
tax upon Lot 34, Square 2548, inproved by premises known as 1811 Bilt- 
more Street, Northwest, for the fiscal year 1958, in the amount of One 
Thousand Two Hundred Nine and 80/100 Dollars ($1,209.80). 

3. The notice of assessment is not dated except that the year 
"1958" appears in large type upon the face of the statement of taxes 
due and the words in the third and fourth lines of the heading of such 
statement, "Notice of Real Estate Assessment and Tax Bill for Fiscal 
Year July 1, 1957, to June 30, 1958." A copy of such statement of taxes 
due is attached hereto as "Exhibit A". The tax has not been paid by the 
petitioner because petitioner claims that it is a school not organized 
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or operated for private gain and which embraces the generally recog- 
nized relationship of teacher and student as defined by Section 47-801a(j) 
of the District of Columbia Code, 1951 Edition, and is, therefore, not 
required to pay the tax as a condition to contesting the validity thereof 
in this court. The statement of taxes due was received by petitioner on 
or about August 30, 1957. Upon information and belief said notice and 
bill were mailed August 28, 1957. This court has jurisdiction of the 
case under the provisions of Section 5 of the Act of December 24, 1942, 
36 Stat. 1091, Ch. 826, and Sections 3 and 4 of Title IX of the District of 
Columbia Revenue Act of 1939 as amended, 52 Stat. 371, Ch. 223, now 
incorporated in the 1951 edition of the District of Columbia Code as 
Section 47-801e and Section 47-2403 and 47-2404. 

4. The assessment of the tax is based upon the following errors: 

(1) The Board of Commissioners of the District of Columbia 
erred in deciding and holding that petitioner's said real property is not 
exempt from taxation as real property belonging to and operated by a 
school not organized or operated for private gain and which embraces 
the generally recognized relationship of teacher and student. 

(2) The Board of Commissioners of the District of Columbia 
erred in failing and refusing to find and hold that petitioner's said real 
property is exempt from taxation pursuant to the provisions of Section 1 
of the Act of December 24, 1942, 56 Stat. 1089, Ch. 826; Section 47-801a 
(j), and Section 47-801r(1) of the District of Columbia Code (1951 Edi- 


tion) because said real property belongs to and is used by petitioner in 


the operation of a school not organized or operated for private gain and 
embracing the generally recognized relationship of teacher and 
student. 

(3) The Board of Commissioners of the District of Columbia 
erred in restoring said real property of petitioner to a taxable status 
effective July 1, 1956. 

(4) The Assessor of the District of Columbia erred in 
assessing taxes against the aforesaid real property for the fiscal year 
1958. 


6 
5. The facts upon which petitioner relies as a basis of this pro- 
ceeding are as follows: 

(a) Petitioner was organized on May 1, 1946, as an educa- 
tional association, as heretofore alleged. Paragraph Third of its certi- 
ficate of incorporation describes the objects and purposes of the corpo- 
ration as follows: 

"Third. The particular business and objects of the 
corporation are to conduct research to determine those in- 
tellectual, emotional, social and moral aptitudes which best 
qualify young men for a career in the Armed Services of the 
United | States of America; to devise by scientific research, 
methods by which those intellectual, emotional, social and 
moral aptitudes necessary for a career in these Services 
may be developed in young men; to conduct a school or 
schools for the preparation of young men for the entrance 
examinations for the United States Military Academy, the 
United States Naval Academy and the Coast Guard Academy; 
and to afford training in anticipation of the intellectual and 
psychological adjustments necessary to a successful career 
in the Military and Naval Services of the United States of 
America." 

(b) Thereafter, by its letter to the Assessor, dated Septem- 
ber 28, 1946, as amended by its letters of July 25, 1947, July 29, 1947, 
and May 27, 1948, petitioner made application to the Assessor of the 
District of Columbia for exemption of said real property from taxation 
because it belongs to petitioner, an educational association not organ- 
ized or operated for private gain and embracing the generally recog- 
nized relationship of teacher and student. Thereafter, by its order No. 
709313, dated June 15, 1948, the Board of Commissioners of the Dis- 
trict of Columbia directed that Lot 34, in Square 2548, assessed to The 
Service Schools Foundation be noted in the records of the Assessor as 


exempt from taxation, the said exemption to begin on July 1, 1947. A 
copy of said order is attached hereto as "Exhibit B". Thereafter, no 


7 
real estate taxes were assessed against said real property and no taxes 
were paid through and including the fiscal year 1956. On June 21, 1956, 
the Board of Commissioners by its order No. 56-1252 rescinded its 
aforesaid order of June 15, 1958, and restored the said real property 
to its taxable status effective July 1, 1956. A copy of said order is 
attached hereto as "Exhibit C". This order was issued by the Board of 
Commissioners of the District of Columbia simultaneously with an 
order by which it denied an application of the petitioner for exemption 
from taxation of other real property which the petitioner had recently 
acquired, and which is used by the petitioner for the purposes of the 
school as aforesaid. Prior to the issue of the order of the Board of 
Commissioners restoring the real property here involved to a taxable 
status, petitioner had no notice that the said Board contemplated issuing 
said order restoring the property herein involved to a taxable status. 
Thereafter, as aforesaid, the notice of assessment was sent to and 
received by the petitioner. 

(c) After its incorporation petitioner entered upon the per- 
formance of its function under its certificate of incorporation by pro- 
curing the said real property and equipment necessary for the operation 
of a school as provided in the certificate of incorporation and employing 
the services of qualified teachers and other employees necessary to the 
operation of the school. 

(d) Since its incorporation the school has continuously 
operated under its certificate of incorporation with a body of students 
to whom instruction is given by teachers who have maintained at all 
times the relationship of teacher and student as defined in the aforesaid 


statutes. At no time has any person or institution received any private 


gain of any kind from the operation of the school and the school at all 


times embraced the generally recognized relationship of teacher and 
student, except that moderate and reasonable salaries are paid to 
teachers and employees of the school for services. 

(e) The aforesaid real property is used exclusively for the 
operation of the school, as aforesaid. 
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WHEREFORE, petitioner prays that this court may hear the pro- 
ceeding and decide and order that petitioner is a school not organized 
or operated for private gain and which embraces the generally recog- 
nized relationship of teacher and student and that the said real property 


is exempt from taxation. 


THE SERVICE SCHOOLS FOUNDATION 


By _/s/ Robert E. M. Goolsby 
Robert E. M. Goolsby 
1811 Biltmore Street, N. W. 
Washington 9, D. C. 


/s/° Dean Hill Stanley 
Dean Hill Stanley 
Attorney for Petitioner 
910 Shoreham Building 
Washington 5, D. C. 


[VERIFICATION and JURAT dated November 13, 1957] 


EXHIBIT "A" 


ee, 
~IMPORTANT- — THE GOVERNMENT OF THE DISTRICT OF COLUMBIA 
Check marks below Office Of The Assessor 1958 
indicate delinquent NOTICE OF REAL ESTATE ASSESSMENT AND TAX BILL Tax Year 
real estate taxes or For Fiscal Year July 1, 1957 to June 30, 1958 
unpaid special assess= Detach the proper stub and mail Total Tax Payable In Two 
ment as of July 1, 1956 with your check made payable to Installments ~ 
requiring your prompt COLLECTOR OF TAXES, D. C. First half due. | Second half due 
atieatior Your cancelled check is a receipt. If it Se eres peatctirtaos 
Aone bee does not meet your needs, return com- PAYMENT LESS THAN FULL 
—— _ plete bill with stubs attached and your AMOUNT DUE CANNOT BE 
payment. Your part will be receipted ACCEPTED. : 
_and returned to you. 


Square or Parcel | Value of Land | Value of Improvements | Total Tax Due] First Half Tax]Second Half Tax 
2548 24600 $1, 209. 80 604. 90 604. 90 
address below isnot correct, please make necessary changes ty igoFact Month After 
34 SERVICE SCHOOLS FOUND. : os 
C/O R.E M GOOLSBY 
1811 BILTMORE ST NW 
WASH DC 9 


-IMPORTANT. See instructions on reverse side -| 
IF RECEIPT IS DESIRED, THE COMPLETE BILL WITH STUBS ATTACHED, MUST BE RETURNED. 


DISTRICT OF COLUMBIA DISTRICT OF COLUMBIA 
Real Estate Tax Bill Real Estate Tax Bill 
Second Half Due March, 1958 First Half Due September, 1957 
Detach stub and mail with your Detach stub and mail with your 
payment to: payment to: 
Collector of Taxes, D. C. Collector of Taxes, D. C. 
Payment less than amount due cannot be accepted Payment less than amount due cannot be accepted 


Square or Parcel Second Half Tax Square or Parcel} Lot First Half Tax 


| 


Penalty o/oa Month Penalty’10/o a Month 


PRIOR TAXES Advertising 
UNPAID 


Stora 1 


ee Meee | 20 ene ees 


This stub must be returned with your This stub must be returned with your 
payment. Detach only if no receipt payment. Detach only if no receipt 
is desired. Do not staple or mutilate j is desired. Do not staple or mutilate 
this stub. It will be used for machine this stub. It will be used for machine 
accounting. accounting. 


IMPORTANT 


PRIOR TAXES 
UNPAID 


dauIsadd SI Ldi doa SSAINN HOVLAC 


| Exhibits B and C in Petition in Appeal 
15212 (Docket No. 1617) Are in Evidence 
as Appellant's Exhibits 4 and 5, printed 
herein at pages 139 and 140.] 


[ The petitions in Appeals Nos. 15213 to and including 15220 
(Docket Nos. 1618 to and including 1621 and 1664 to and in- 
cluding 1667) are substantially identical with the petition in 
15212, J.A. 4, except for the description of the real prop- 
erty involved, the amounts of the taxes assessed, and the 
fact that the real properties involved in Nos. 15213 to 
15216, inclusive, and 15218 to 15220, inclusive, were never 
placed by the assessor upon the list of real properties 
exempt from taxation as was the real property in No. 
15212 and 15217. 


The real properties involved in Nos. 15213 to 15220, in- 
clusive, and the taxes assessed thereon for the fiscal years 
involved are as follows: 
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No, 15213, Lot 814, square 2549, for the fiscal year 
6/30/58, $565.90. 


No. 15214, Lot 419, Square 2549, for the fiscal year 
6/30/58, $315.54. : 


No. 15215, Lot 58, Square 2546, for the fiscal year 
6/30/58, $238.16. 


No. 15216, Lot 59, Square 2546, for the fiscal year 
6/30/58, $257.08. 


No. 15217, Lot 34, Square 2548, for the fiscal year 
6/30/59, $1,209.90. 


No. 15218, Lot 58, Square 2546, for the fiscal year 
6/30/59, $238.16. 


No. 15219, Lot 59, Square 2546, for the fiscal year 
6/30/59, $257.08. 


No. 15220, Lot 419, Square 2549, for the fiscal year 
6/30/59, $315.40. ] 


[ Filed Nov. 13, 1957] Docket Nos. 1617 to 1621 


MOTION TO CONSOLIDATE PROCEEDINGS FOR TRIAL 
a se La ep hoc 
Comes now petitioner, The Service Schools Foundation, by its 


attorney, and moves the court that the above-entitled causes be consoli- 
dated, and as grounds for the said motion assigns the following: 

So far as petitioner is able to ascertain only one question, com- 
mon to all the cases, is involved in the decision of the cases, namely, 
whether the real property owned by the petitioner is exempt from taxa- 
tion under Sections 47-801a(j) and 47-801(r)(1) of the District of Colum- 
bia Code (1951 Edition), because said real property belongs to and is 
used by the petitioner in the operation of a school not organized or 
operated for private gain and embracing the generally recognized 
relationship of teacher and student. 

Respectfully submitted, 


/s/ Dean Hill Stanley 
GRANTED ; Attorney for Petitioner 
NOVEMBER 13, 1957 910 Shoreham Building 


/s/ Jo. V. Morgan Washington 5, D. C. 
Judge 
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TAX COURT FOR THE DISTRICT OF COLUMBIA 


(TRANSCRIPT OF PROCEEDINGS ) 
Ce ee eee eee >S 
THE SERVICE SCHOOLS FOUNDATION,: 


Petitioner * DOCKET No. 1617 

: 1618 
1619 
1620 
DISTRICT OF COLUMBIA aoe 


Respondent 


Washington, D. C. 
Tuesday, October 28, 1958 

Pursuant to notice, the above-entitled matter came on for hearing 
at 10:04 a.m. 
BEFORE: 

The Honorable Jo V. Morgan, Judge. 
APPEARANCES: 

On behalf of the Petitioner: 


Dean Hill Stanley, Esq. 
910 Shoreham Building 
Washington 5, D. C. 


On behalf of the Respondent: 


Robert E. McCally, 
Assistant Corporation Counsel, 
District of Columbia 


PROCEEDINGS 
THE COURT: Go ahead. 
MR. STANLEY: May it please the Court, these are five cases 
instituted by the same corporation, The Service Schools Foundation, in 


an endeavor to secure an exemption upon real property owned by it in 
the District of Columbia, on the ground, as stated in the Code, that it 
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is a school organized and operated for private gain and which embraces 
the generally recognized relationship of teacher and student. 

Each of these cases was filed November 13, 1957. For the in- 
formation of the Court and the purpose of the record the properties in- 
volved are as follows: Lot 34, Square 2548, improved by premises 
known as 1811 Biltmore Street, Northwest. 

THE COURT: That is the first one you come to as you enter? 

MR. STANLEY: That is the first case. 

THE COURT: Is that one house or two houses? 

MR, STANLEY: One house. 1811 Biltmore Street is one house 
and each of the cases involves one house. 

THE COURT: That is 1811? 

MR. STANLEY: That is 1811, sir. 

THE COURT: And it's lot -- 

MR. STANLEY: Lot 34, Square 2548, 1811 Biltomore Street, 
Northwest. 

Incidentally, your Honor, I am taking these cases in the order in 
which they are numbered in this court. 

THE COURT: I understand. 

MR. STANLEY: The next property is Lot 814, Square 2549, im- 
proved by premises known as 1854 Biltmore Street, Northwest. 

The third case involves Lot 419, Square 2549, improved by prem- 
ises known as 1906 Biltmore Street, Northwest. 

The fourth case involves Lot 58, Square 2546, improved by prem- 
ises known as 1961 Biltmore Street, Northwest. 


The fifth and last case involves Lot 59, Square 2546, improved by 


premises known as 1962 Biltmore Street, Northwest. 

I should say that all of the taxes involved here are the real prop- 
erty taxes for the fiscal year ending June 30, 1958. 

THE COURT: All right. 

MR. STANLEY: If I may be permitted to refresh your Honor's 
recollection just briefly -- 

THE COURT: Yes. 
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MR. STANLEY: (continuing) -- These properties, the 1811 
Biltmore Street property, the 1854 Biltmore Street property and the 1963 
Biltmore Street property, were before this court in previous cases. I 


haven't any doubt that your Honor remembers, at least in a general way, 


the situation in those cases so unless you desire, I won't go into a great 
deal of detail. 

THE COURT: I understand. 

MR. STANLEY: The other two cases, 1906 and 1961 Biltmore 
Street were not previously involved because the properties were not 
acquired at the time these other suits were instituted. 

The Petitioner here is a corporation organized under the District 
of Columbia Code, Chapter 6, Title 29, which relates amongst other 
things to the organization of educations associations. 

THE COURT: You have got an allegation here. I don't know 
whether it's the same thing. Oh, yes, Chapter 6 --, all right. 

Now I think I understand your case but what I want is what allega- 
tion the District will concede? 

MR. MCCALLY: No. 2, your Honor. 

THE COURT: How about No. 1? 

MR. MC CALLY: No, your Honor. 

THE COURT: No. 2, is that all? 

MR. MC CALLY: Yes. 

THE COURT: How about No. 3? No use going to the trouble of 
introducing all these tax bills if you concede. 

MR. MC CALLY: I admit, as far as that is concerned, the bill 
and the date which is shown on the envelope, but that is all. 

THE COURT: You admit that the copy filed by the Petitioner is a 
correct copy of the bill? 

MR. MCCALLY: Yes, your Honor. 

THE COURT: Isn't that all you need? There is no question about 
jurisdiction, is there, Mr. McCally? 

MR. MC CALLY: Not that I understand. 

MR. STANLEY: May I make a statement as to that because I want 
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to be very sure. This case may have to go to the Court of Appeals and 
I don't want to have any question about jurisdiction. The statute re- 
quires that the suits must be brought within 90 days after the mailing of 
the tax statements. _ Now, I have here and am prepared to prove if that 
is necessary, that the tax bills were all received for all of these proper- 
ties, in envelopes dated August 28, 1957 and were received on August 30, 
1957. 

THE COURT: Well, I don't suppose that Mr. McCally will concede 
about the receipt of it but you will concede the envelopes were mailed on 
that date? 

MR. MC CALLY: That's correct. 

THE COURT: Then that is all you need. 

MR, STANLEY: If that is construed as an admission that they did 
send them out at that time. 

THE COURT: That is what he says. That is what he will concede, 
and he also says there is no question about jurisdiction. I will make a 
finding they were mailed on August 28th unless I have some evidence to 
the contrary. I don't suppose there will be. There will be no question 
about jurisdiction. 

Now about jurisdiction. I don't think it makes any statement -- 

MR. STANLEY: Par. 4 about jurisdiction. Par. 4 is a state- 
ment of law required by the rules, incidentally, your Honor. 

THE COURT: Now, you have some allegations, Par. 6. Mr. 
McCally, do you concede any of those allegations? No use cluttering 
up the record. 

MR. MC CALLY: Your Honor, I prefer he introduce it in evidence. 

THE COURT: All right. 

MR. STANLEY: I think, if your Honor please, most of what is in 
the remainder of the Petition will be accompanied by exhibits about which 
there will be no question and it will take a very few minutes -- 

THE COURT: (interposing) I'd like to know if we can shorten it. 

MR. STANLEY: I'd like to shorten it but I think it will be quicker 
this way. 
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THE COURT: All right. 


MR, STANLEY: I may say that in a large measure the exhibits 
offered now are, as far as the first seven of them are concerned, the 
same exhibits that were offered in the other cases to which I referred. 

I was permitted by the Court to withdraw those on my receipt and I am 
going to offer them one by one here. 

THE COURT: All right. 

MR, STANLEY: First I offer a certified copy of the Certificate 
of Incorporation of the Petitioner. 

8-9 THE COURT: It will be received in evidence. 
(Petitioner's Exhibit No. 1 was marked 


for identification and received in 


evidence. ) 
MR. STANLEY: I offer in evidence a Certificate of Consent to an 
amendment of the Certificate of Incorporation and the certified copy of 


the Consent to the amendment to the Certificate of Incorporation, both 
of which were filed with the Recorder of Deeds and are certified under 
his seal, 

THE COURT: Was that introduced in evidence? 

MR, STANLEY: That was introduced before. The Court of Ap- 
peals held in those cases it was irrelevant but we are. now in another year. 

MR. MC CALLY: No objection. 

THE COURT: It will be received as Petitioner's Exhibit No. 2. 
(Petitioner's Exhibit No. 2 was marked 
for identification and received in 
evidence.) 

MR, MC CALLY: Your Honor, I would like to know if any of these 
three people in the back are going to testify in this case before it goes 
any further? 

MR. STANLEY: Mr. Goolsby and Mr. Brooks, the accountant, 
will testify. 

THE COURT: Mr. Goolsby is an officer of the corporation. Who 
is this gentleman? 
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MR, STANLEY: Mr. Goolsby. 

MR. MC CALLY: I have no objection to him but I'd like to have a 
rule on witnesses as far as Mr. Brooks is concerned. 

THE COURT: He will be excused. 

MR. STANLEY: May I speak to the witness then? 

THE COURT: Yes. 

MR. STANLEY: The Court has decided you will have to retire to 
the clerk's office and wait for a call. 

THE COURT: Mr. McCally, have you any witnesses? 

MR. MC CALLY: No, your Honor. 

THE COURT: Allright. Go ahead. 

MR. STANLEY: I offer in evidence -- and here again we have the 
Same exhibit numbers as in the other case, Exhibit 3A, the original by- 
laws of the corporation. 

MR. MC CALLY: No objection. 

MR. STANLEY: This last thing (indicating) I will offer separately. 
I want 3 A and 3B in evidence. 

THE COURT: Do you have any objection? 

MR. MC CALLY: I have no objection. 

THE COURT: It will be received as Petitioner's Exhibit 3A and 


(Petitioner's Exhbit 3A and 3B were 
marked for identification and received 
in evidence.) 


MR. STANLEY: I offer in evidence as Petitioner's Exhibit 3C,a 
copy of an amendment to the by-laws of October 31, 1956. 

MR. MC CALLY: I have no objection. 

THE COURT: It will be received as Petitioner's Exhibit 3C. 


(Petitioner's Exhibit 3C was marked 
for identification and received in 
evidence. ) 


MR. STANLEY: Shortly after the corporation was organized, may 
it please the Court, in 1946, when it owned then only 1811 Biltmore 
Street, Lot 34 in Square 2548, it made application to the District Com- 
missioners for exemption. 
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THE COURT: Are you testifying? 
MR. STANLEY: No. Iam explaining what I am going to do so this 
will make sense. It was granted the exemption. Now, to show that I 
am offering in evidence as Exhibit 4, which was also in the other case, 


the Order of the Commissioners exempting that property at that time. 
MR. MC CALLY: I will object to that. I think it's not material. 
We are not interested in the past history, only the present history. The 


fact it was or was not exempt prior to this occasion makes no difference. 

THE COURT: I don't know whether it will or not. If it doesn't I 
will ignore it. I will receive it as Petitioner's Exhibit No. 4. I don't 
know what the Court of Appeals had in mind. Better let it goin. If it's 
not important, I certainly won't pay any attention to it. 

MR. STANLEY: One of my difficulties, may it please the Court, 
and I say it with the greatest deference, is the fact I don't understand 
the Court of Appeals decision in the other case and therefore I can't be 
guided as I otherwise would in my offer of evidence in these cases. 

THE COURT: That's a luxury you can indulge in but I can't. I will 
receive it in evidence. 

(Petitioner's Exhibit 4 was marked for 
identification and received in evidence.) 

MR. STANLEY: After the Petitioner acquired 1854 Biltmore 
Street and 1963 Biltmore Street, it made a similar application to the 
Commissioners for exemption for the same reason. The Commission- 
ers not only denied that application for exemption but rescinded the pre- 
vious exemption on 1811 Biltmore Street. 

THE COURT: Sort of wipes out the other thing. Sort of wipes the 
slate clean, 

MR, STANLEY: It certainly did. 

THE COURT: Do you want to introduce that paper? 

MR. STANLEY: I want to introduce the Order of the Commission- 
ers on that subject at Exhibit 5 which was also in the other case, dated 
June 21, 1956. 

THE COURT: And what else do you have? 
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MR. MC CALLY: Your Honor, on both of these I will make the 

Same objections heretofore made for the same reason. 

THE COURT: I will receive that in evidence as Petitioner's Ex- 
hibit 5. 

MR, STANLEY: The first one is the Order of the Commissioners 
Exhibit 5. 

THE COURT: There is no question about it being the Order of the 
Commissioners. You object to it on the grounds it is not material? 

MR. MC CALLY: Yes. 

MR. STANLEY: Exhibit No. 5 is the Order rescinding the exemp- 
tion of 1811. 

THE COURT: Allright. It will be received as Petitioner's Ex- 
hibit No. 5. 

(Petitioner's Exhibit No. 5 was marked 
for identification and received in 
evidence.) 

MR. STANLEY: I offer in evidence as Exhibit 6 which was also 
Exhibit 6 in the other cases, a letter from the Secretary of the Board of 
Commissioners, dated July 3, 1956 which advised the Petitioner of its 
action, their action, on 1854 and 1963 Biltmore Street. That is Lot 815, 
Square 2549 and Lot 59, Square 2546. 

MR. MC CALLY: Same objection to this, your Honor. 

THE COURT: I will make the same ruling. It will be received 
in evidence. I will overrule the objection. 

(Petitioner's Exhibit No. 6 was marked 
for identification and received in 
evidence. ) 

MR. STANLEY: Now, I have here, your Honor, a letter, a copy 
of a letter dated January 31, 1957 addressed to the Commissioners by 
the Petitioner in which it makes a request for exemption of all these 
properties now involved in the present five suits which was a reitera- 


tion of its request made in the other three cases, as well as adding the 


two properties which it acquired after the other suits were instituted. 
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Talso have a letter dated February 6, 1957 acknowledging that letter or 
application. 

Now, all I should like, if counsel is willing to do that subject to 
his objection for the same reasons that he made to the other exhibits, is 
to have it stipulated, if he is willing, that I wrote that letter of applica- 
tion to the Commissioners for exemption on the properties in these 
cases; that the letter was acknowledged, and that no action has been 
taken on that application. 

MR. MC CALLY: I don't think I want to stipulate to that. The 
fact that we are here speaks for itself. 

THE COURT: They sent you some bills, didn't they? 

MR. STANLEY: Yes, we got the bills. 

THE COURT: Your purpose would be served by having those ex- 
hibits? There is no further letter from the Commissioners? 

15 MR. STANLEY: That's all except I had a letter recently from the 
Commissioners in which they say the applications are pending, that is 
all. There is no action. 

THE COURT: That's all you need? I don't know what the purpose 
is. You will probably show it later, I am sure. 

MR, STANLEY: May I explain what my purpose is? 

THE COURT: To show you have exhausted all remedies? 

MR. STANLEY: I did the same thing with these cases including 
the new ones, the new properties, as I did with the other cases. 

THE COURT: In other words, you want to show you have requested 
exemption? 

MR. STANLEY: Yes. 

THE COURT: I don't know what value that has to your case but it 
may and I think you are entitled to show you exhausted what remedy you 


had at that time, but maybe someone will raise the question that you 


should have exhausted all administrative remedies. 
You object to those letters? 
MR. MC CALLY: Yes, sir. 
THE COURT: I will receive the letters in evidence. They have 
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been objected to but I will overrule the objection. Do you want to put 
that in? 

MR, STANLEY: I would much prefer that to safeguard the record. 

THE COURT: He won't stipulate. 

MR. STANLEY: I thought I had everything photostated that I needed 
photostated. Instead of taking my file copies, could I have this letter 
copied, these letters copied, into the record and the documents returned 
to me? 

THE COURT: All these letters? (indicating) 

MR. STANLEY: No, just these two. 

THE COURT: What is the reason? 

MR. STANLEY: May I take them out and have them photostated? 

THE COURT: Yes. 

MR. STANLEY: And I will put this letter of January 6, '57 in 
evidence, 

THE COURT: Now, there are two letters there? 

MR. STANLEY: Here is the other one. This is one letter I 
wrote to the Commissioners on January 31, 1957. 

THE COURT: That has already been stamped? 

MR. STANLEY: No, it hasn't. 

THE COURT: That will be Petitioner's Exhibit No. 7. 

(Petitioner's Exhibit No. 7 was marked 
for identification and received in 
evidence.) 

MR. STANLEY: I offer in evidence a letter dated February 6, 


1957 from the Secretary of the Board of Commissioner acknowledging 
receipt of the letter which is now Petitioner's Exhibit 7. 
17 THE COURT: Do you object to that? 
MR. MC CALLY: Yes. 
THE COURT: I will receive that in evidence as Exhibit 8 over 
your objection. 


(Petitioner's Exhibit 8 was marked for 
identification and received in evidence.) 
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THE COURT: Bear in mind that all those letters are received for 
is to show you did request. As far as the information in there is con- 
cerned, I'll ignore that. 

MR. STANLEY: I was trying to avoid having to put all that in. 

I don't expect you to look in the letters except for what they represent, 
that is, an application was received, that's all. 

I have here, may it please the Court, a letter dated September 4, 
1958 signed by Mr. Allison W. Shell, Supervisor of Property Tax 
Records Section, in which reference is made to all of the properties 
involved in these five cases except one and that doesn't appear for 
reasons which will appear in the evidence. This letter shows that the 
applications for exemption are still under consideration as of that date 
and I should like to complete the record by having that -- 

MR. MC CALLY: (interposing) I offer the same objection. In 
addition, I think this is a different fiscal year. 

THE COURT: But what he wants to show is that he filed an ap- 
plication for exemption, say in 1957, and certainly the date of this letter 
and the date of this trial probably isn't -- It's true it was after the end 

of the year involved here but I think it's material and I will receive 
it in evidence as Petitioner's Exhibit 9. 

(Petitioner's Exhibit 9 was marked for 
identification and received in evidence.) 

THE COURT: Let me ask you this, Mr. Stanley. Do you claim 
that the Petitioner has any vested right just because the property has 
heretofore been exempted that they have a vested right in it? 

MR. STANLEY: No. _ I think it's important to get a picture of the 
whole situation and that is the reason I am putting much of these docu- 
ments in. Iam through, incidentally, now as far as the past history is 
concerned. I think it should be before the Court and it is important to 
have it before the Court. 

THE COURT: They have once exempted them and now do not. 

MR. STANLEY: I don't think you have to exempt them now because 


they were before. Ido not make sucha contention. I do this out of an 
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abundance of caution. I don't know when I get to the Court of Appeals 
whether it might be asked whether we had pursued our rights completely 
or not and brought it to the attention of the Commissioners before we 
sued, 

I don't think we have to, your Honor. I think wecan sue the 
minute the tax bills come out without anything more, but we did present 

the problems so the Commissioners would have them before them. 

It is understood that I may take Exhibits 7, 8, and 9 and substitute 
photostats? 

THE COURT: You will give a receipt to the Clerk of the Court. 

May I see the amendment to the charter? 

MR. STANLEY: That is No. 2, 

(Exhibit No. 2 handed to the Court.) 

THE COURT: Go ahead. 

MR. STANLEY: I will ask Mr. Goolsby to take the witness stand, 
please. 

Thereupon, 

ROBERT E. M. GOOLSBY 
was called as a wtiness on behalf of the Petitioner, and, having been first 
duly sworn, assumed the witness stand, and, upon examination, testified 
as follows: 
DIRECT EXAMINATION 
BY MR. STANLEY: 

Q. Will you state your name and address? A. Robert E. M. 
Goolsby. 

Q. And what is your address? A. 1854 Biltmore Street, North- 
west, Washington. 

Q. And what is your present occupation? A. Iam headmaster 
of Columbian Preparatory School. 


20 Q. Are you connected in any way with The Service Schools Founda- 
tion? A. Yes. Iam president. 


Q. What function does The Service Schools Foundation have with 
respect to Columbian Preparatory School? A. Well, The Service 
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Schools Foundation operates the school under that name. 

Q. Mr. Goolsby, I call your attention to Petitioner's Exhibit 1 
which is a Certificate of Incorporation of The Service Schools Founda- 
tion, and with particular attention to the persons who signed the Certif- 
icate of Incorporation is that your name at the head of those signatures? 
A. Yes. 

Q. Whose is the second name? A, My wife. 

MR. MC CALLY: I will object to that. I think the document 
speaks for itself. 

THE COURT: He is identifying the signatures. He says it's his 
signature and his wife's. That's all. 

MR. MC CALLY: All right, sir. 

BY MR. STANLEY: 

Who is Ruth Chryst Goolsby? A. My wife. 

What is her relationship to The Service Schools Foundation? 
She is secretary-treasurer. 

Q. And who is Frances M. Goosby, the third person who signed 
that certificate? A. She was my mother. 

Q. Is your mother still living? A. No. 

Q. How long has she been deceased? A. About four years. 

Q. How long have you been president of The Service Schools 
Foundation? A. About twelve years. Since 1946. 

Q. Has there ever been any other president of The Service Schools 
Foundation except you? <A. No. 

Q. How long has Mrs. Goolsby, Ruth Chryst Goolsby, been 
secretary-treasurer of The Service Schools Foundation? A, Since 
1946. 

Q. And has there ever been any other secretary-treasurer of the 
corporation? A. No. 

Q. Now Iam asking you to refer in your memory to July 1, 1957 
which is the beginning of the tax year, and state who were the other of- 


ficers besides yourself, if any, of The Service Schools Foundation? 


A. Besides me? 
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22 Q. And your wife. A. Well, we had Dr. Joseph G. Dubuque 
who was vice-president. Then we had two other -- that's as far as of- 
ficers. I was the president and my wife was secretary-treasurer and 
Dr. Dubuque was vice-president. We all three served as trustees and 
also in addition we had two other trustees. 
Q. You mean by that a board of directors? A, Okay. I've 
forgotten what we called them. 
Q. I think you are technically correct, as a matter of fact. 
A.. They were called trustees. 
Q. There were five trustees in July 1957? A. Let me See. 
I hadn't thought of that question. 1957 -- 
THE COURT: Don't you have the minutes? 
THE WITNESS: Oh, yes. The point of it was we ran several 
years there with only four trustees although theby-laws authorized five. 
THE COURT: Better let :the minute book -- 
THE WITNESS: (interposing) I think there were five but I would 
not swear to it. 
BY MR. STANLEY: 
Q. Mr. Goolsby, is The Service Schools Foundation the owner of 
1811 Biltmore Street? A. It is. 
23 Q. Lot 34, Square 2548? A. It is. 
Q. Is it the owner or was it the owner on July 1, 1957 -- A. It 
was. 
Q. Please let me finish. (continuing) -- of 1954, Lot 814, 
Square 2549? A, It was. 
Q. Was it the owner on that date of Lot 419, Square 2549, 1906 
Biltmore Street? A. It was. 
Q. Was it the owner on that date of Lot 58, Square 2546, 1961 
Biltmore Street? A. It was. 
Q. And on the same date was it the owner of Lot 59, Square 2546 
1924 Biltmore Street? A. It was. 


? 


Q. Now, taking these properties up one by one and as nearly as 
you can approximate the date, will you state when The Service Schools 
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Foundation became the owner of 1811 Biltmore Street? 

THE COURT: Are you going to give the price he paid for it? 

MR. STANLEY: Price? 

THE COURT: Yes, purchase price. 

THE WITNESS: I had the slip of paper there and showed it to you. 

Maybe it dropped out. 

MR. STANLEY: May I speak to Mrs. Goolsby a moment? 

(Mr. Stanley conferred to Mrs. Goolsby and handed to Mr. Goolsby 

a document. ) 

MR. GOOLSBY: This is correct as far as the year is concerned 
and is probably correct as far as the month is concerned. As a matter 
of fact we deduced the month from the -- oh, well, we call it the sheet 
that the mortgage company sends in that says you have tomake a pay- 
ment So we assume we probably bought it a month before the first pay- 
ment was due, 

BY MR. STANLEY: 

Q. Approximately when did The Service Schools Foundation acquire 
1811 Biltmore Street. A. You said you had that. I didn't look that 
up. It was 1946, in the summer. 

Q. It was the year 1946, you are sure of that? A, Oh, yes. 

MR. STANLEY: Does your Honor wish, from what you remarked, 
the prices paid for these properties gone into? 

THE COURT: I would like to know how much the property, -- 


MR, STANLEY: I am going to get a description of them as nearly 


as I can. 

THE WITNESS: I can give the price of that one. 

BY MR. STANLEY: 

Q. Approximately what was the purchase price of that? 
A. $85,000. 

Q. Will you describe that property as nearly as you can in bounds, 
the type of building it is, and soforth. A, It's ona lot 125 by 124, 
The building is brick construction, reinforced concrete, floors and roof. 
The floors have superimposed on them oak floor or maple floors, super- 
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imposed on the concrete. The building -- I've forgotten but I would ap- 
proximate is 60 feet by maybe 100, a large building, three stories. Well, 
what else? There is a very little basement, a couple of rooms down 
there mostly for storing coal which we don't use, the furnace room. 

Q. And who uses that building? A. Well, in that building -- 

Q. (interposing) First tell me who specifically uses the building? 
A. The Service Schools Foundation. 

Q. What does The Service Schools Foundation use it for? A. It 
uses it mostly as an administration building. The offices are there and 
in addition we have our classrooms on the first and second floors. We 
have a lounge, we have our dining room and kitchen and then on the top 
floor we have a few dormitory rooms. 

Q. Who occupies those dormitory rooms? A. Students and 

we have some teachers living there, too. 

Q. And who uses the dining room that is operated there? A. The 
students and teachers on the staff who eat there. 

Q. And who has the privileges of the lounge in that building? 

A. The students, visitors. 

Q. Does any other person other than the Petitioner use that build- 
ing for any purpose? A. No. 

Q. Now, referring you to 1854 Biltmore which is Lot 814, Square 
2549, will you describe that building? A. That is a row building. 
Front, I suppose, is 25 feet on Biltmore Street, brick construction, 
four stories high. The depth of it Ido not know. What else do you 


want? Is thata good enough description of the property or what do you 


want? 

Q. When, approximately, did you acquire that building or did the 
school acquire that building? A. In January, 1955. 

Q. For what purpose is that building used? A. Well, we have 
a Sick bay on the top floor for the students. On the second floor we 
have a lounge, library and also one student's room, that is, a dormitory 
room and a teacher's room. Then on the second floor is my apartment 
for Mrs. Goolsby and myself. On the first floor we have another lounge 
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or library, rather, and three teachers’ rooms, 

Q. Approximately how large is the apartment occupied by you and 
Mrs. Goolsby? A. We have a bedroom, a living room, a bath anda 
kitchen and a back porch. Fairly good size rooms. 

Q. Approximately what did The Service Schools pay for that build- 
ing? A. $22,000. 

Q. Did I ask you when you bought it? 

THE COURT: Yes, 1955. 

Q. Calling your attention to 1906 Biltmore Street, Lot 419, Square 
2549 -- 

MR. MC CALLY: What building is this again, which one? 

BY MR. STANLEY: 

Q. 1906 Biltmore Street, Lot 419, Square 2549. When did you 
acquire that building? A. That is 1906? 

Q, 1906, yes. A. August 1956. 

Q. Now, will you describe that building? A. That is also a row 
building probably 22 feet wide, 23, something like that, a little narrower 
in the rear than the other one. It's three stories, brick. I suppose 
solid brick, I assume solid brick construction. 

Q. And to what use is that building put? A. That is entirely 

dormitory for students and our housekeeper lives there and we 
have a lounge there. Each building has a lounge. 

MR. MC CALLY: That is what? 

THE WITNESS: A lounge for the boys. 

THE COURT: Somewhere they meet. 

THE WITNESS: They can sit around and listen to the radio, that 
sort of thing. Then we have, of course, a pool room and various other 
things. By the way, they have a pool room in 1954 in the garage. 

BY MR. STANLEY: 
Q. When you refer to students what students are you referring to? 


A. The students of Columbian Preparatory School. We have some 


teachers living in 1906 also, proctors we call them, teachers, young 
graduate students. Some are graduates of law, some have jobs here in 


28 
the City, or medicine or something of that sort, who supervise the boys 
for disciplinization and also do some teaching, too. We have those 


scattered among the boys always so anytime I say "dormitory" it means 


not only the boys live there but also some proctors or teachers, too. 

Q. Referring you to 1961 building -- 

THE COURT: What didyou pay for that? What did it cost? 

THE WITNESS: That I have forgotten. I'd rather the accountant 

29 would tell you.. I tried to get it for $18,000 and I think I had to pay 
a little over that. 

THE COURT: All right. 

THE WITNESS: I don't think it was over $20,000. 

MR. STANLEY: That is in the record. 

THE COURT: The accountant will tell us, I assume. 

MR. STANLEY: Yes. I will put the accountant on the stand. 

BY MR. STANLEY: 

Q. Now, referring you to 1961 Biltmore Street, Lot 58, Square 
2546, will you describe that building? A. You want to know when I 
bought it and describe it? Okay. That is a row house also, probably 
25 feet front, brick construction. What else do you want to know about it? 

Q. What is itusedfor? A. Same as the 1906 except in the base- 
ment. It's got a full length recreation room with ping pong tables. 

Q. And approximately when did you acquire that building and when 
did Petitioner acquire that building? A, 1961? September 1956. 

Q. Can you tell us approximately what you paid for that? When I 
Say "you" I mean the Petitioner. A. I think I paid around $18,000 for 
it. Again I want the accountant to -- well, to give me a definite figure. 

Q. Referring you to 1963 Biltmore Street, Lot 59, Square 2546, 
will you describe that property, please? A. Thatisa companion 
house of 1961, exactly the same house, but it's reversed. It's a row 
building with brick construction. It does not have a recreation room in 
the basement, however, the recreation room is on the first floor. 

Q. What use is that building put to? A. Same as the other, 
dormitories and rooms for teachers and proctors. 


29 
Q. Now, Mr. Goolsby, are any of these five properties about 


which you have just testified used for any other purpose by the Petitioner 
than the purpose for which it was organized as a corporation? A. No, 
sir, 

THE COURT: That's somewhat of a leading question and a kind of 
broad one, too. 

MR. MC CALLY: I think that calls for a conclusion. 

THE COURT: I think it does, however, it's in now and I don't 
know whether it's any value to me or not. Iam going to listen to his 
testimony and determine whether or not it's being used for the purposes 
of the corporation. 

MR. STANLEY: He has testified, of course, what it is used for 
and it may be a conclusion as to whether the purpose of the corporation 
is the same thing. 

THE COURT: I don't think your question is very valuable. 

MR. STANLEY: Maybe not. 

THE COURT: I'll tell you what I think. You perhaps are laboring 
under the impression that the knowledge I have of this school from the 
other case will serve me in this one but it won't. 

MR. STANLEY: No, it won't. That's why I am going into such 
detail, Iam not laboring under such impression. I wish I could. 

THE COURT: All right. 

BY MR. STANLEY: 

Q. Mr. Goolsby, before you became headmaster of the Columbian 
Preparatory School, what was your occupation? A. I was assistant 
in the same school under Mr. Paul W. Puhl who was at that time sole 
owner of the school. 

Q. Where was the Columbian Preparatory School as then operated 
located? A. It was located at 1443 and 45 Rhode Island Avenue, North- 
west, 

Q. When did you become a teacher in the Columbian Preparatory 
School? A, 1982, 

Q. Who was the headmaster of the school at that time? A. In 1932? 
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Q. Yes. A. Mr. Paul W. Puhl. He called himself principal. 
Q. Was that operated as a corporation? A. No, as a simple 
proprietorship. 


Q. How long did you remain with the school while Mr. Puhl was 
there? A. From 1932 until 1946. 

Q. What happened in 1946? A. Mr. Puhl retired and sold all 
of his assets. 

Q. What did those assets consist of, do you know? A. Well, I 
don't know. He had some assets other than those relating to the school, 


What they were I don't know but as far as the school is concerned he sold 
me the name and goodwill for $6000 and then he sold the building and all 
the equipment, all the beds and chairs and everything else, to the Wash~ 
ington Bible Institute, I think it was. 

Q. Did you acquire any of the assets of the proprietorship? 

THE COURT: Yes, He said he acquired the name. 

MR. STANLEY: I didn't hear that. I'm sorry. 

THE COURT: He bought the name. What name? 

THE WITNESS: Columbian Preparatory School and the goodwill. 

BY MR. STANLEY: 

Q. I show you what you what purports to be a contract between 
you and Paul W. Puhl. Is that the contract by which you purchased the 
name and goodwill of the school? A. Iassumeso. It's 1946 -- yes, 
it has to be. 

33 MR. STANLEY: I'd like to have that for the moment marked for 
identification. 

THE COURT: Petitioner's Exhibit No. 10 for identification. 

MR, STANLEY: I'll offer it in evidence as soon as I finish ques- 
tioning him. 

(Petitioner's Exhibit 10 was marked 
for identification.) 

THE COURT: Mr. Stanley, it's 11:00 o'clock. Iam going to 
suspend for ten minutes. 


(Whereupon a short recess was taken.) 
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MR. STANLEY: Counsel for the District has agreed that I may 
make reference to the Minute Book without formal proof. 

THE COURT: Ali right. 

BY MR. STANLEY: 

Q. Mr. Goolsby, I show you the Minute Book of The Service Schools 
Foundation and call your attention particularly to the minutes of May 4, 
1946 and particularly to the first full paragraph on Page 6 of those 
minutes. Will you please read that paragraph so the reporter will have it? 

A. "Mr. Robert E. M. Goolsby offered to authorize 

the corporation to avail itself of all the privileges and 

rights acquired by him under a contract dated April 17, 

1946 between him and Paul W. Puhl so long as the Corpo- 

ration retained Mr. Goolsby as headmaster of the Colum- 

bian Preparatory School," 

34 MR. STANLEY: I ask that that comment from those minutes be 
considered in evidence under the stipulation. 

THE COURT: Have you any objection? 

MR. MC CALLY: I did tell him with the understanding we be 
permitted to examine the Minute Book if we desire. 

THE COURT: All right. 

BY MR. STANLEY: 

Q. Mr.Goolsby, after you had acquiredthe goodwill and name of 
the Columbian Preparatory School, did you permit the use of that name 
by the Petitioner in these cases? A. Yes. 

THE COURT: Well now, you were about to introduce a document 
here. 

MR. STANLEY: I am coming to that right now. 

THE COURT: It seems to me you are a little bit out of order. I 


don't mean out of order as far as trying the case, but as far as the intro- 


duction of exhibits. Anyhow, it doesn't make any difference. Have you 
any objection to this contract? 

MR. MC CALLY: Your Honor, I think it's immaterial. I can't 
see what possible bearing it has on the present question before us today. 
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THE COURT: Oh, well, it has some bearing on it especially on 
the view the Court took before, that as far as Mr. Goolsby is concerned 
they just had the hands around the throat of the corporation to take away 

35 the name if they dismissed the headmaster and I think it's important, 
but if you have any objection -- 

MR. MC CALLY: No, your Honor. 

THE COURT: All right. 

BY MR. STANLEY: 

Q. Mr. Goolsby, I show you a document entitled Assignment and 
Agreement, dated the 14th day of January 1958 and ask you whose sig- 
natures are on that? A. Dr. Joseph Dubuque. 

Q. How does he sign? A. Joseph D. Dubuque, vice president. 

Q. And what other signatures? A, And Robert E. M. Goolsby. 

THE COURT: I am going to receive this in evidence, Mr. McCally, 
as Petitioner's Exhibit No. 10. 

MR. STANLEY: Excuse me. You are receiving the Puhl exhibit 
in evidence as 10? 

THE COURT: Yes. 

MR. STANLEY: And this one I have just proffered between the 
corporation and Mr. Goolsby as 11? 

THE COURT: Iam going to receive that in evidence as 11. Have 
you any objection? It's the one that carries out the resolution of the 
Board of Directors. 

MR. STANLEY: No, your Honor -- excuse me, if I may. In that 
connection I would like to withdraw those two exhibits and substitute 

photostatic copies of them. 

T am now offering the agreement between Mr. Goolsby and Mr. 
Puhl of April '46 and the contract between the Petitioner and Mr. Goolsby 
of January 14, '58. 

(Discussion off the record.) 
THE COURT: On the record. You introduced a resolution of the 


Board of Directors and trustees of the Petitioner ‘way back in 1946 by 


which the Board of Directors had an agreement whereby Mr. Goolsby was 
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to transfer the name Columbian Preparatory School to be used by 
Goolsby as long as he was headmaster of the school. You are not in- 
troducing any contract that carried out that resolution? 
MR. STANLEY: We were unable to find the contract. 
THE COURT: This one of 1958 relates to something entirely dif- 
ferent? 
MR. STANLEY: No, sir, that relates to a transfer to the school, 
a Sale to the school. 
THE COURT: Of what? 
MR. STANLEY: Of the name and the goodwill he bought. 
THE COURT: Exactly what I said. The contract carried out the 
resolution, 3 
MR. STANLEY: No, sir. The contract carried out another resolu- 
tion which I'd like now to refer to which the school acquired absolutely 
without reservation. 
THE COURT: 1958? 
37 MR. STANLEY: Acquired in'57. The contract wasn't reduced 
to writing until January '58. Ihave a resolution of the Board I want to 
refer to now. 
MR. MC CALLY: Do I understand the photostat we have here is 
an exact duplicate of this agreement? 
MR. STANLEY: Of these two agreements. 
THE COURT: You had better check it. 
MR. MC CALLY: I'd like to. 
MR, STANLEY: I got them photostated by a reputable place. 
(The documents were examined by Mr. McCally) 
THE COURT: You say you have a resolution in 19 -- 
MR. STANLEY: June 1957 by which-- 
THE COURT: It wasn't in the record when we tried this case -- 
MR. STANLEY: No. This has been done since the other cases 
were decided, 
THE COURT: Well, wait now. Let's do one thing at a time. 
Mr. McCally, you say yourself they are exact copies? 
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MR. MC CALLY: Yes,sir. This will take a fewminutes, if I 


may have them. 
(Whereupon a short recess was taken.) 

MR. MC CALLY: I have compared the contracts. 

THE COURT: Do you offer any objections to them? 

38 MR. MC CALLY: Not the contract, not the substitutions, your 
Honor. 

THE COURT: Have you any objection to the agreements them- 
selves going into evidence? 

MR. MC CALLY: No, not the agreements, your Honor. 

THE COURT: They will be received in evidence as Petitioner's 
Exhibits 10 and 11. 

(Petitioner's Exhibit 10, heretofore marked for 
identification, was received in evidence.) 
(Petitioner's Exhibit 11 was marked for iden- 
tification and received in evidence.) 

MR. STANLEY: Excuse me a moment. Iam trying to save time 
by showing this to Mr. McCally. 

THE COURT: Is the book going into evidence? 

MR. STANLEY: I am not putting the whole book in evidence. 

THE COURT: I just wanted to know. Counsel said something 
about studying it. The secretary is the one that signed it. He ought to 
prove them. This witness is not competent to prove it. 

MR. STANLEY: I just stated to your Honor that counsel said I 
could refer to the Minute Book without formal proof. I quite understand 
that Mr. Goolsby couldn't. There is no question is there? Because I 

39 don't want any question about it. 

THE COURT: I want to look at the Minute Book. 

MR. STANLEY: You wish to see the Minute Book? 

THE COURT: Yes. 

MR. STANLEY: I'll be happy to have you see it. 

(The Minute Book was shown to the Court.) 

THE COURT: Go ahead. 


BEST COPY 
from the original 


AVAILABLE 


bound volume 
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MR. STANLEY: Again referring, may it please the Court, to my 
understanding with counsel that there is no objection to referring to the 
minutes of the corporation without formal proof thereof --? 

MR. MC CALLY: I have no objection. 

MR, STANLEY: I am now offering in evidence the minutes of June 
17, 1957 of a regular meeting of the Board of Trustees of the Petitioner 
and I ask that I be permitted to substitute for the original a photostatic 
copy. 

THE COURT: Allright. Have you any objection? 

MR. MC CALLY: No, sir. I'd just like to check to make certain 
it's the same one. 

THE COURT: Go ahead. 

MR. STANLEY: Excuse me, I think that requires a ruling by you. 

THE COURT: I will grant permission. 

(Petitioner's Exhibit 12 was marked for 
identification and received in evidence.) 
BY MR. STANLEY: 

Q. Mr. Goolsby, between May 4, 1946 and January 14, 1958, did 
The Service Schools Foundation avail itself of your offer as to the use of 
the name and the goodwill of the Columbian Preparatory School that you 
had purchased from Mr. Puhl? A. Yes. 

Q. During that period did you receive any compensation from The 
Service Schools Foundation for the use of that name by the Foundation 
down to January 14, 1958? A. I was supposed to receive a dollar a 
year but I don't recall that I collected it. 

Q. Other than the recited dollar you didn't receive anything, if you 
didthat? A. No, 

THE COURT: He did receive something when he sold it, $13,000. 

MR, STANLEY: Oh, yes. I made it specificaliy down to the date 
he entered into this contract for the sale to the school. 

BY MR. STANLEY: 

Q. You testified a few moments ago, Mr. Goolsby, that the Peti- 

tioner operated the Columbian Preparatory School and you also testified 
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that you were headmaster of that school. Now, for what purpose has that 
school be operated, with particular reference to the year beginning July 1, 
1957? A. It prepares young men for the service academies, West 
41 Point, Annapolis, Air Force Academy, Coast Guard, Merchant 

Marine, and for colleges. Most of the boys have finished high school 
or have had a year or two of college but are unsuccessful in college for 
some reason, mostly because of their lack of adequate foundation, so 
those boys come to us to remedy their academic weaknesses. 

High school students come tous. They realize too late they have 
a high sthool diploma but they are not prepared for college. We havea 
few boys who come to us who are not high school graduates to save a 
year and end up with a high school diploma. 

Q. How long is the usual course of study in the college preparatory 
school? A. One year -- September to the latter part of May. 

Q. Does the Petitioner also maintain a summer school? 

THE COURT: Now you are a lot of leading questions. I suppose 
you find it cuts down on time but I'd rather you took your time and not 
ask leading questions. 

BY MR. STANLEY: | 

Q. In addition to the period you have just said, from September 
until May, is there any other period that the Petitioner operates a school? 
A. Yes. We have ashort summer session. At the present it's divided 
into two parts. One starts the first week, say the first ten days in June 

42 and goes usually about five weeks. That prepares boys for the 

Civil Service examinations held in July to secure an appointment from 
Congress to West Point or Annapolis. 

The other course, if you want to call it a course, starts about ten 
days later in June and that goes for six weeks. That course, we call it 


a tutoring course. Classes are very small, limited to around six to 
eight or ten boys and the boys can take one subject or as many as three 
depending on what they need. 


? 


Q. What are the requirements for entrance to the school for the 
regular yearly course? A. Well, the boy has to be at least sixteen 
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years old. He has got tobe a male. I don't know whether I should say 
anything about it -- I won't say anything about that. He has to be male. 
He has to be single. He must be of good moral character, must have 
two letters of recommendation to the Board of Admissions, he must have 
at least a junior's education, junior high school education, and he must 
give evidence of motivation and he must have the money. 

Q. As of the scholastic year, if I may call it that, 1957-58, what 
was the tuition? A. '57-'58? Let me look that up. 

THE COURT: How important is that? 

MR. STANLEY: Well -- 

43 THE WITNESS: Something over $1500 for boarding students. I 
have to look it up to be exact. 

THE COURT: $1500? 

THE WITNESS: $1500. Can you tell me back there -- 

THE COURT: No, don't do that. 

BY MR. STANLEY: 

Q. Approximately how many students for that period did you have 
in the regular course? A. 1957-58? 

Q. Yes. A. 160. It varies a little bit. -- about 160 is what it 
averaged out. Usually they have two or three disenrollments the first 
two or three days of school. They get homesick and leave. I'd say 
about 160. That includes day students. 

Q. Pardon? A. That, however, includes day students. 

Q. You have day students, yousay? A. That year I believe we 
had eight. 

Q. What is the tuition for day students? A. Approximately half 
of that for boarding students. 

Q. For the tuition in excess of $1500 that the students who live in 
pay, what do they receive for that? A. What? I didn't get it, the "in 
excess of $1500." 

Q. What do the students who live in receive for their $1500? 


44 A. That is the board. You want me to go into the living accom- 
modations? 
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Q. Tell everything they get by paying $1500 to the school. 
A. Well, they come into the school, they have their letter of recom- 
mendation, they have a transcript of their high school work. They fill 
out an application for in which they tell us -- 

THE COURT: He is not asking what you do. 

THE WITNESS: What they receive. What is the difference what 
we do or they receive? 

They tell us what their objectives are. After we get that informa- 
tion then we give them a series of tests, part of them are at George 


Washington under Dr. Hunt who has the Psychology Department down 


there, part administered by our own staff. Dr. Hunt goes into their 
aptitude, personality, etc. etc. It gives the boy's potential. Our tests 
measure what he knows on a national scale that we use, the norms for 
graduates of eastern private schools, to see where he stands nationally 
in the subjects of algebra, geometry, English, chemistry, literature, 
everything, basic subjects in high school. 

By means of the two tests we know the boy's potential and know 
what he actually knows, that is, his potential and his knowledge. We 
have what the boy wants and we have his background and then we sit down 
with the boy and work him out a program. 

Q. What does that program consist of? A. Classes, studies, 
courses that will do two things primarily. First it will enable him to 
reach his educational objective. If he wants to go to Annapolis he takes 
certain courses as modified by the test. We suggest certain things in 
the light of his objective and also in the light of the test and his course 
is set up for that. 

I am taking Annapolis for example. If its Harvard he wants to go 
to or something -- 

Q. Are the board and room included in the boys' tuition? 

A. Well, do you want me to continue on with the academic? 

Q. Yes, pleasedo. A. He is put into classes in accordance 
with the tests, whether he is good, bad or indifferent and in accordance 
with his objective. 


39 

Now, basically, and this is true for most of our boys, not true for 
everyone of them but the overwhelming majority, are required to take 
fifteen or twenty minutes of vocabulary building. We find very few of 
them know anything about vocabulary and spelling. They have twenty 
minutes of vocabulary and spelling building a day. Practically all of 
them take two classes of mathematics, algebra and plane geometry. 

That algebra goes beyond high school algebra, goes into college algebra. 
It starts off with arithmetic, by the way. If they need arithmetic, they 
get arithmetic. In fact, all the boys in school start off with three weeks 
of arithmetic. At the end of three weeks we give them a test and if they 
know it well enough, they drop arithmetic and take something else. 

Those still weak in arithmetic take it up until Christmas. Basically they 
take two mathematics, algebra and plane geometry with possibly 
arithmetic. 

They have two classes in English, practically all of them. One of 
them is grammar and rhetoric. It starts off with basic grammar, 
nomenclature of grammar, old fashioned type of grammar, not functional, 
and builds up to a college level in grammar. Before they get through they 
are going tomaster college grammar. 

Then the other class in English is an attempt to read and comprehend, 
The high school boys we get at any rate do not know howto read. Of 
course, that is an exaggeration. They can read the words but they don't 
comprehend. They are unable to analyze thought. That is the reason 
they are with us. We undertake to teach them to read, to tear things 
apart, such as Huxley's essays, rather difficult, and Arnold's essays, 
to tear them apart. They start out with something easy and end up with 
something difficult toward the end of the year. 

That is our basic consideration. Then, in addition, we offer 
physics, chemistry and history. Practically all of them are encouraged 
to take one of those other subjects, depending on what their objectives 
and situation is. 


Also we have for boys who cannot read special tutoring in George 
Washington Reading Clinic and also at Mrs. Kingsbury's Clinic on New 
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Hampshire Avenue. Our poorest boys have problems in reading such 
aS reverse reading and inverse reading. I do not know all the technical 
terms. They are sent to George Washington under Mr. Kingsbury, no 
other charge is made, in an effort to straighten them out. It's the basic 
course up until the entrance examinations, the College Board examina- 
tions in March. 

Some of the boys leave in December. The College Board has ex- 
aminations in December. Some of them continue, come back after 
Christmas having taken those exams. At any rate, our basic course is 
until March. 

After March we then go into college work. We use college text- 
books. Many of our teachers have taught in college, most of them have 
taught in college and we use college textbooks. They take college 
composition in English. They take Spanish or they take a foreign lan- 
guage, Spanish, German or French depending on what college they are 
going to. They take college algebra, analytical geometry, plane and 
Solid geometry, descriptive geometry. They take college chemistry. 

They do not have college physics. 

Q. Now, are there any other subjects that are taught in this col- 
lege preparatory school operated by Petitioner other than the ones you 
have mentioned in the course of your testimony? A. I don't -- could 
you give us a hint of what you want? We have so many little. courses -- 
spacial visualization -- do you want to go into those -- that plug the tiny 
holes in the boy's aptitude. Do you want that stuff? It's hardly a 
course. It lasts two weeks. 

Q. During the regular period of 1957-58 with which we are con- 
cerned, how many teachers were employed by the Petitioner in the col- 
lege preparatory school? A. Ten fulltime teachers. Let me see, I 
wrote that out here somewhere. Ten fulltime teachers, three parttime 
teachers and nine proctors who grade papers. [should have mentioned 
we have all the boys writing papers, something they don't do in high 


school, They have to write a paper once a week and it's gone over by 
an individual instructor and handed back to the boys. These proctors do 
most of that for the teaching staff. 
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Q. How many days a week do you have classes? <A. Five anda 
half, 
Q. And about, on an average, how many classes does a boy have a 


day? A. Well, there again it's a question of what you mean by "class." 


We have twenty minutes for vocabulary and spelling, two hours in 
mathematics, two hours in the two English classes, that's four hours and 
twenty minutes and practically all of them or most all of them have five 
hours and twenty minutes. Some of them only have four hours and twenty 
minutes. That has nothing to do with the extra classes. That is reg- 
ular classes. The place is full of extra classes. 

Q. What is the purpose of the extra classes. A. We havea 
rather novel, unique -- not a theory of education but we actually carry 
it out uniquely as far as I know, as far as education in this country, and 
that is that we believe that a boy should not be allowed to linger, his de- 
ficiencies should be corrected immediately and after all, we are dealing 
here not with boys deficient intellectually but academically deficient and 
we are concerned about it. Every Monday morning is devoted to tests. 
One Monday morning they have tests in half of the courses they are taking. 
Next Monday morning they have tests in the second half of all the courses 
they are taking. If a boy fails his Monday morning test based on what 
the boy can produce without any help, his deficiency is displayed in the 
test. If he fails that test it is evidence he has no thorough grasp of the 
matter. We compare the daily grades for this purpose. The tests are 

graded immediately and on Tuesday afternoon he comes in, for 
example in algebra, he comes in for a three hour session in algebra 
immediately. 

First the test is gone over in class but in additionto the class in 
which the test is gone over he has a three hours review session in another 
class. This runs up to about a quarter past five in the afternoon every 
week and in that the principles that were involved in the test are gone 
over, not the individual question, but the principle. He is then given 
another test in the latter part of that period covering the same principles. 
If he fails that test again he is then brought in Saturday afternoon for two 
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hours for tutoring. Now, that is of course, in addition to whatever 
tutoring the boy needs in the afternoon during the week. 

Q. Now, in addition to the studies that the boys receive, does the 
school do anything to promote their general health? A. Oh, yes. We 
feed them pretty well. We have comfortable buildings. We have dor- 
mitory rooms. We have a field reserved for us down on the Ellipse, a 
public field reserved from 3 to 5 everyday for football and handball and 
soccer and one thing and another, even horseshoes. All the boys have 
memberships in the YMCA with full membership rights and privileges 
in the gymnasium, including swimming and indoor track, weight lifting, 
basketball, under supervision, of course, all of it. 

Q. Does the school have any requirements as to the students in- 
dulging in physical exercise? A. At this particular date, 1957, we had 
a definite rule that everyone had to report to the gymnasium twice a week 
unless he was sick and the doctor excused him. Right now -- well, in 
1957 that's what it was. They had to go down twice a week, minimum. 
We have a bus that takes the boys down so there is no excuse for not 
going, two school buses take them down and bring them back. 

Q. Is it possible for a student to enter the school on a scholarship? 
A. Not full scholarship. That is, he has to pay something. My phi- 
losophy of education is that any boy who deserves a break will have, at 
eighteen or nineteen years, made a break for himself. In other words, 
if the boy is a deserving boy, a boy who is outstanding, either as a 
leader or as a student, will be known by someone in his own community 
and he can get help from someone who knows him much better than we 
do. Therefore, we feel that just giving a whole year's education is not 
justified according to my idea of it. Another thing, I believe a deserv- 
ing boy can help work his way through. We have scholarships up to 
about $800 but we require some token work. We do not believe in foster- 


ing in youth the belief the world owes them a living and something for 
nothing just doesn't go at Columbian. 

52 We give the boy, if it's a good boy, we give him $800 or give him 
a reduction, that is the same thing, but he has to do some token work 
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around school, I don't care what it is, rake the leaves, but he has to do 
something. On the other hand -- 

THE COURT: What difference does it make in this case whether 
they give a scholarship or not? 

MR. STANLEY: One of the things that is required by the statute 
is that the relationship of teacher and student be maintained. 

THE COURT: You have shown that. There is no question about 
that relationship of teacher and student. I don't think there is any ques- 
tion about it. 

MR. STANLEY: May I ask one more question on that line? 

THE COURT: Yes. We will probably save time by not comment- 
ing on it but it seems to me it doesn't have a thing in the world to do with 
it. 

BY MR, STANLEY: 

Q. In these various classes maintained by the school, who 
presides over those classes? A, The teachers. 

Q. Of the various subjects? A. Yes. 

Q. Do those teachers receive compensation from the school for 
their services? A. Yes. 

53 Q. Mr. Goolsby, has the school, that is the Petitioner, at any 


time since its organization distributed any earnings or profits to any 


person? A. No. You mean in the way of dividends? 


Q. Dividends or distribution of earnings. A. No, except in 
salaries. 

THE COURT: That is not -- unless it's so large that it shocks 
the conscience, unless it's out of all proportion -- 

Q. What was your salary in 1957 and 1958? A. $425 a month. 
Is that right? 

THE COURT: You should be able to testify. If you don't know, 
say so. 

Q. Do you know what Mrs. Goolsby's salary as secretary- 
treasurer was? A. $300 a month. 

Q. Did she work fulltime? A. Yes. 
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Q. And did you devote all your time and services to the school? 
A. Yes. 

THE COURT: You also had an apartment? 

THE WITNESS: I had other compensation. That was $425 for 
me and $300 for her. In addition I had as part of my compensation this 
apartment, two rooms, kitchen and bathroom and an allowance for food 
of $800 a year. 

54 Q. Have there ever been any stockholders in the Petitioner's 
corporation? A. No. 

Q. What books and records did the corporation keep during this 
period or over the period of its existence? A. We kept a minute book 
for meetings. We got our record book of all our students, what their 
names are and addresses and what grades they made on entrance exami- 
nations to Annapolis or West Point. I don't know -- 

THE COURT: He means books of account. 

THE WITNESS: Oh, yes. We have got a full set of books, ac- 
counting. 

Q. What arrangements have you made for the proper attention to 
be given to those books, if any? A. Well, for a number of years Mrs. 
Goolsby kept practically all of them. We had an annual auditing by 
Regardie and Brooks, certified public accountants. Recently Mrs. 
Goolsby takes care only, I believe, of petty cash and the daily entries 
in the daily journal is made by one of our young men we have there at 
school, a parttime worker, Mr. Krill. In 1957 he did the posting. 

Q. Mr. Goolsby, over the period of the corporation's life, that is 
from '46 when it was organized, to date, have you ever made advances 
of money to the corporation? A. Yes. 


55 Q. Can you tell us approximately how much money you have in the 
past advanced? 


THE COURT: Wouldn't the books show that? 

MR. STANLEY: Yes, I think they would. Iam trying to shorten 
this, your Honor, but I have the accountant here. I think I can probably 
prove that by him. 
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THE COURT: Well now, you said you made advances. What do 
you mean, contributions or advances? 

MR. STANLEY: Advances. He lent money to the corporation to 
help it operate before it began to make substantial earnings. 

THE COURT: All right. 

THE WITNESS: My mother did, yes. 

MR. STANLEY: You or your mother? 

THE WITNESS: Yes. 

THE COURT: Are you asking? 

MR. STANLEY: He said it. I didn't quite hear it. 

THE WITNESS: You asked me whether I had advanced money. 

T said, yes, and also my mother. Then we had some things -- I just 
didn't take salary. If you want to call that an advance -- 

MR. MC CALLY: Your Honor, I find there is no question pending 
on this line. I think the witness should wait until a question is asked. 

BY MR. STANLEY: 

Q. Now, has the Petitioner, in fact, made profits from the opera- 
tion of the school at times? A. Yes, I think three years in all. 

56 What was done with that? A. I suppose there have been some 
profits. Yes, it has made some profit. 

Q. What was done with those profits? A. Mostly to retire the 
funded indebtedness or to buy additional buildings for the school has 
been expanding rather rapidly. 

THE COURT: It sold one of its buildings to you? A. Yes, but 
that is not in this tax year we are talking about. 

THE COURT: One of them is -- 

MR, STANLEY: (interposing) One of the buildings that is in this 
case was sold after the assessment of the tax. 

THE COURT: I understand that. 

MR. STANLEY: You understand the situation? 

THE COURT: I understand that but I say I couldn't quite under- 


stand the expansion when it seems to me they have less buildings now 
than they had. 
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THE WITNESS: No. We just bought one the other day. 
BY MR. STANLEY: 

Q. Mr. Goolsby, I show you a document headed Agreement to Sell 

and ask you if you recognize the signatures on that document? A, Yes. 
57 Q. Whose are they? A. Joseph G. Dubuque and Robert E. M. 

Goolsby. 

Q. You signed that? A. Yes, I signed it. 

MR. STANLEY: I offer this agreement in evidence and ask per- 
mission to substitute a photostatic copy for the original. 

THE COURT: What is it, the transfer of the building? 

THE WITNESS: Yes, sir. 

MR. STANLEY: An agreement to sell it. I am going to show the 
transfer, too. I ask to substitute a copy. 

THE COURT: Do you have any copies? 

MR. MC CALLY: No. 

THE COURT: It will be received in evidence as Petitioner's Ex- 
hibit 13, 

(Petitioner's Exhibit 13 was marked 
for identification and received in 
evidence.) 

BY MR. STANLEY: 
Q. Mr. Goolsby, I show you what purports to be an original deed 


to Lot 814, Square 2549. Do you recognize the signatures at the end of 
that? A. Yes, Joseph G. Dubuque -- 
Q. What was his relation to The Service Schools Foundation? 


A. Vice president. 
THE COURT: Let me see it. 
(Document handed to the Court.) 
MR. STANLEY: I offer in evidence this deed and ask permission 
to substitute a photostatic copy. 
THE COURT: Have you any objection to it? 
MR. MC CALLY: I haven't seen it yet, your Honor. 
(Document shown to Mr. McCally.) 
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MR. MC CALLY: No objection, Your Honor. 

THE COURT: It will be received in evidence as Petitioner's Ex- 
hibit No. 14, 

MR. STANLEY: With permission to substitute a copy? 

THE COURT: Yes. 

(Petitioner's Exhibit 14 was marked 
for identification and received in 
evidence. ) 

BY. MR. STANLEY: 
Q. Mr. Goolsby, I show you a document which is entitled Lease 


dated January 14, 1958, and ask you if you recognize these signatures on 
that lease? A. Robert E. M. Goolsby and Joseph G. Dubuque. 
Q. How does Dr. Dubuque sign it, as what? A. Vice president. 


MR. STANLEY: I offer this lease in evidence and ask permission 
to substitute a photostatic copy. 
59 (Document shown to the Court.) 
THE COURT: Show this to counsel. 
(Document shown to Mr. McCally.) 
MR. MC CALLY: I have no objection. 
THE COURT: That will be received in evidence. 
MR. STANLEY: With permission to substitute a copy? 
THE COURT: Yes. 
(Petitioner's Exhibit 15 was marked 
for identification and received in 
evidence. ) 
BY MR. STANLEY: 
Q. Does the Petitioner maintain a bank account? A. Yes. 
Q. In whose name is the bank account? A. Service Schools 
Foundation. 
Q. Who determines the amount of salaries of officers and 
teachers at the school? A. Trustees. 
MR. STANLEY: I think that's all, your Honor. 
THE COURT: All right. Mr. McCally. 


48 
CROSS EXAMINATION 
BY MR. MC CALLY: 

Q. Mr. Goolsby, has this present school ever traded under any 

other name other than the Columbian Preparatory School? A. Not to 
60 my knowledge. Oh, yes, beg your pardon. 

Q. Since 1946? A. No, before I was there. 

Q. And who elects the officers? I'm confining myself to the 
year 1957. A. The members. 

Q. How many members were there in 1957? A. That I'd have 
to look up. 

THE COURT: ‘What do you mean "members?" Who elected Mr. 
Dubuque? 

THE WITNESS: Well, I'd have to go back. We have life member- 
ships, my wife and my mother and myself and at present there is Dr. 
Dubuque, Admiral Holsinger and Stanley Moreau. 

THE COURT: How do you get members? 

THE WITNESS: Originally there were only three of us. 

THE COURT: What did the others do to become members? 

THE WITNESS: The ones that we have got now have just lent their 
aid, moral support and advice. 

THE COURT: You must have some test of membership, something. 
Don't you? 

THE WITNESS: They are voted by the trustees. 

THE COURT: You mean people are elected by the Board of 
Trustees? 

THE WITNESS: Members of the. corporation. They have a vote 
at the annual meeting of the members. 

61 THE COURT: You mean the three of you, you and your mother 


and wife, had a life membership according to the charter? 

THE WITNESS: That's right. 

THE COURT: And do you mean to tell us all you do is say, "We'll 
have Mr. so and so a member?" 

THE WITNESS: We agreed to that. 
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THE COURT: Nothing else? 

THE WITNESS: Mr. Regardie is amember. He gave us a very 
great help in accounting and advice so we asked him if he'd like to be a 
member of the corporation and he said, yes. 

THE COURT: Go ahead. 

BY MR. MC CALLY: 

Q. How many votes do you receive as a life member? A. Well, 
I think at present it's forty. 

Q. How many votes are there intoto? A. Well, forty for me 
and forty for my wife -- 

THE COURT: How many did your mother get? 

THE WITNESS: Before her death it was twenty-five for each of 
the three of us and then when she died her twenty-five reverted to my 
wife and myself. 

MR. MC CALLY: How many votes are there in toto? 

THE WITNESS: Right at present I couldn't tell you. I'd say 
there were about ninety votes. 

THE COURT: Tell me who has the votes. Who has the votes? 

I'd like to know. You have got forty and your wife has forty. 

THE WITNESS: Mr. Regardie has one, Mr. Bridgeton has one, 
Mr. Dagilaitis has one, Admiral Holsinger has one, Mr. Dubuque has 
one, Col. Routheau has one. Let me See -- Stanley Moreau has one. 
I'd have to look up the minutes. That's about it. 

THE COURT: All right. 

MR. MC CALLY: How many trustees must be present to require 
a quorum? 

MR.STANLEY: May it please the Court, I don't know -- 

THE WITNESS: (interposing) This is in the by-laws. 

MR, STANLEY: That is all covered by the by-laws which are in 


evidence. I didn't want to interrupt counsel but how the corporation is 


made up is also -- 
THE COURT: Not the members that he is talking about. There 
is nothing in the charter that says who will be members. 
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MR. STANLEY: I may be mistaken but I thought there was permis- 
Sion in the by-laws to elect members to the corporation. As far as the 
vote is concerned, that is provided in the by-laws. 

THE COURT: I know that is in the by-laws. They have eighty 
votes out of eighty-five. 

BY MR. MC CALLY: 

Q. Are these members you speak of also trustees? A. Some 
of them are at present. At the time in question four of them were 
trustees. 

63 Q. Besides you and your wife? A. No, including my wife and I. 

Q. Directing your attention to 1811 Biltmore Street, Mr. Goolsby, 
originally in whose name was this property purchased? A. In my own 
name. 

Q. Was it held by you and your wife or just you? A. Ihave 
forgotten. Ithink it was just me. It wasn't held but just a short time 
and I turned it over to the corporation. 

THE COURT: You didn't make a present of it? 

THE WITNESS: They gave me a dollar. 

THE COURT: You mean you bought the property and turned it over? 

MR. MC CALLY: I want to go into that. 

BY MR. MC CALLY: 

Q. Did the corporation assume your personal liability when they 
took this over? A, That's right. 

Q. Is the property now held in their name or is it leased? 

A. That's right. 

Q. Their name? 

MR. STANLEY: What name was that? 

MR. MC CALLY: I wanted to know whose name it was held in, the 
Service Foundation -- 

64 BY MR. MC CALLY: 


Q. Do you recall when you turned this property over to them how 
much of the so-called mortgage had been paid by you? <A. The prop- 
erty was bought before the corporation was formed, that is the reason it 
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was bought inmy name. At that time I wrote a check to the seller, I 


have forgotten who it was now, for $2500. That was a down payment on 


the property, and that came out of my personal account. Then, before 
another payment was due or maybe two or three payments had been paid 
in which case I paid them but I don't remember -- but within one or two 
or three months the corporation was formed, the property was trans- 
ferred to the corporation and the corporation took over. 

THE COURT: Were they reimbursed, too. 

THE WITNESS: I don't know. The $2500 was given to the corpo- 
ration. 

THE COURT: You mean you made them a present of your equity 
in it? 

THE WITNESS: I think I gave them $10,000 at first. 

THE COURT: I am asking about this property. 

THE WITNESS: I don't know how, your Honor. I couldn't tell 
you to save my neck, The $2500 I know came out of my personal account. 

THE COURT: But were you reimbursed? 

THE WITNESS: Not reimbursed, no. I have given money to the 

corporation. 

THE COURT: The books that the auditor has will show. 

THE WITNESS: Probably the books will show the corporation got 
hold of $10,000 or so, whatever I gave them at that particular moment. 

BY MR. MC CALLY: 

Q. Was that part of the $10,000, the $2500? A. I think so. 

Q. This is your best recollection? A. I don't know where the 
money came from, 

Q. You said your mother gave some at onetime. A. That's 
true. It could have been my mother's. I didn't earmark it, 

THE COURT: You don't know how much is owed on the building 
now, 1811? 

THE WITNESS: No. You'd better ask the accountant about it. 
We reduced the indebtedness quite a good deal and then bought the other 
property. We refinanced it and put another mortgage on it and then 
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that has been reduced again, so I don't know. 
BY MR. MC CALLY: 

Q. Directing your attention to 1854, Mr. Goolsby, in whose name 
was this property bought? A. In the name of the corporation. 

Q. Did the lending institution agree to that? A. It wasn't an 

institution. The seller took back -- 

Q. Inthe name of the Service Schools Foundation? A. No. 

Q. No other security put up besides that? A. No. 

Q. This is the property that has now been sold back to you? 

A. That's right. 

Q. Originally your living quarters were in this house, were they 
not? A. That's right. 

Q. Does the Service Schools Foundation give you any additional 
compensation to make up for this loss of living -- A (interposing) 
There is no loss yet. 

Q. Iam talking about '57, fiscal'58. A. '58, yes. If you look 
in the lease, they are supposed to give me living quarters. 

Q. That is correct. A. Now, as of what date the transfer was, 
the living quarters no longer belong to the school. 

THE COURT: They are rented? 

THE WITNESS: The school was renting it for a dollar a year. 

THE COURT: More than that, they are paying all the mortgage on 


MR. MC CALLY: They are now paying the mortgage on it? 
THE WITNESS: That is not a rent. 

THE COURT: That is not rent but -- 

THE WITNESS: (interposing) They are, yes. 

THE COURT: They are increasing your equity. 


THE WITNESS: The payments are in no sense rent. That is my 
understanding of it. 


THE COURT: We won't quibble over terms, but you do receive 
something from them? 

THE WITNESS: They are supposed to be paying me $18, 400 that 
the school owes me. 


THE COURT: $14,000? 

THE WITNESS: $18, 400. 

THE COURT: You made a mistake. 

THE WITNESS: Plus $5000 of salaries in arrears. There was 
$23, 400 that the school owed me at the time this transfer took place. 

MR. STANLEY: (Handing document to the Court) Have you seen 
this, your Honor? 

THE COURT: I looked at the deed. The mortgage was $14,000. 

THE WITNESS: $18,400 was what the school owed me. 

THE COURT: I didn't say anything about what they owed you. I 
said the mortgage on the property was $14,000 and some dollars and 
that is being reduced each month or whenever the payments are due in 

68 taxes, etc. That's what itshows. I'm surelIreadthat. Go 
ahead, Mr. McCally. 
BY MR. MC CALLY: 

Q. At the present time, as part of the agreement of the lease, 
you are still living in that so-called apartment in 1854? A. Yes. 

Q. Under the same terms? A. What do you mean, “under the 
same terms?" 

Q. They give you that apartment, I assume, pay all the bills, 
utilities andsoon? A, That's right. 

Q. And you consider this subsistence part of your salary-in ad- 


dition -- A. (interposing) That's right. 
THE COURT: What difference does it make? 
Q. Directing your attention to 1906, Mrs. Goolsby, you stated 


that you have a housekeeper in this premise? A. In 1957 we did, yes. 
Q. Was thata manorawoman? A. A woman. 
Q. And was she paidasalary? A. Yes. 
Q. Furnished quarters there? A, Yes. 
Q. What was her salary? A. I think it was $60 a week plus 
board and room. 
Q. And you say she is no longer there? A. No. She is in our 
new building we bought. 
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Q. And what were her particular functions here? A. Well, she 
supervised the kitchen of the school; she supervised all the maintenance 
crew; gave me daily reports on needed repairs. 

THE COURT: Mr. McCally, we will suspend now and come back 
at 2:00 o'clock. 

(Whereupon, at)/12:30 o'clock p.m., the hearing was adjourned to 

reconvene at 2:00 o'clock p.m. this day.) 

AFTERNOON SESSION 


THE COURT: All right. 
Thereupon, 
ROBERT E. M. GOOLSBY 
was recalled as a witness for the Petitioner and, having been previously 
Sworn, resumed the stand, and, upon examination, testified further as 
follows: 
CROSS EXAMINATION (continued) 
BY MR. MC CALLY: 
Q. What type of quarters was the housekeeper furnished? A. One 
room and bath and a kitchenette. 
Q. Was she entitled to heat? A. She was. 
70 Q. And how many teachers lived at 1906 Biltmore? A. No 
teachers as such, two proctors and the housekeeper. 
Q. What kind of quarters were the two proctors furnished? 
A. Single rooms. 
Q. Andmeals?, A. Andmeals. They get meals. 
Q. And how much were they paid? A. Paid nothing. Well now 
they get a little. As far as the school is concerned they get nothing 


more than their board and room but as a matter of practice the teachers 
let them grade papers, The teachers are Supposed to grade the papers 
and they get a little. It's a private deal, though. 


Q. I don't recall whether I ask you, was this house acquired in 
your name first? A. Service Schools Foundation. 


Q. And was there a note taken back by the seller? A. No. We 
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took over the first mortgage and paid the difference to the seller. We 
just took over the first mortgage. We are paying off the first mortgage. 
That was already in existence. 

Q. And the man who originally lent these funds accepted Service 
Schools and the Foundation as the -- 

THE COURT: (interposing) You took over the first mortgage? 
You bought the property subject to the first mortgage. Do you know how 

much is still owed on this house? 

THE WITNESS: No. 

THE COURT: Would the accountant know? 

THE WITNESS: Yes, he'd know. It was around $12,000. 

BY MR. MC CALLY: 

Q. Going back to 1961 Biltmore, do you have housekeeper here 
also? <A. No. 

Q. Do you have two proctors there or teachers or what? 
A. Three proctors in that building in 1957. In 1958 we had three 
proctors and a sort of a clerk, a man who did some of our typing. 

Q. And were they responsible for the maintenance of the house? 
A, Just order, 

Q. Tosupervise? A. Yes. 

Q. Who had the responsibility of the upkeep and checking of that 
particular house? A. Our housekeeper did it and I did. 

Q. The housekeeper was responsible for all the house? A. Yes, 
She is for all of them, 

Q. How was this house bought, Mr. Goolsby? A. The same 
way. Let me see -- we had two mortgages on it originally. I think 
we took over an existing first mortgage the same as the other one and 


added another one, $2000, which has subsequently been paid off. 
Q. How about 1963? A. Same thing. 
Q. And do you have two proctors living there? A. There. 


Q. Same type of arrangement? A. Same thing. 
Q. Going back to when you originally bought the name, Columbian 
Preparatory School, did you yourself buy that individually or did you and 
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your wife buy it? A. I think it was as I remember. 

MR. STANLEY: If it please the Court, the contract is in evidence, 
when he bought it -- 

THE COURT: He merely wants toknowwhether that contract really 
represented the facts, don't you? 

THE WITNESS; Oh, yes, I bought it. I has been twelve years 
ago to the best of my knowledge and memory. 

BY MR, MC CALLY: 

Q. Now, when this was sold I notice that in the minutes it doesn't 
specifically say whom it was sold to. Was it sold to you or you and 
your wife when you sold the name? 

THE COURT: It was sold to the corporation. 

MR. MC CALLY: I made a mistake there, your Honor. 

Q. Iassume you received a check for this? A. Not all of it. 

Q. The first of it? A, $3,500. 

THE COURT: And you sold it for $13, 000? 

THE WITNESS: Yes, I received $3,500. 

@. And in whose name is the check drawn? A. Robert E. M. 
Goolsby. 

Q. And was your wife included in that? A. No. 

THE COURT: You got this house in payment of the name, didn't 
you? 

THE WITNESS: No. 

THE COURT: What did you get the house for? 

THE WITNESS: For the monies I had lent the corporation through 
the years, $18, 400 plus $12, 000 salaries in arrears. 

THE COURT: That's all in the statement of account? 

THE WITNESS: Yes, he has it. 

BY MR. CALLY: 

Q. What qualifications do your teachers have generally, Mr. Goolsby? 
A. Let mesee. I have got Dr. Dubuque who is my assistant. He has 
a doctorate from Southern Florida University. He has taught at George 
Washington University, he has taught at American University, no, Mary- 
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land University. He has taught at various prep schools througout the 


country. 
74 Q. What does he specifically teach? A. Right now he is teaching 
history and a couple of classes in English, two classes in English, gram- 


mar. 

Q. All of your teachers are college graduates? A. Oh, yes, 
except these proctors. 

Q. Lunderstand that. A, Even they are all college graduates. 
They are taking graduate work. 

Q. And who passes on the qualifications of the teachers to be ac- 
cepted for employment? A, I interview them and Admiral Holsinger 
interviews. Mr. Dubuque interviews them and then we decide we need 
him and then we hire him and at the meeting of the Board of Trustees, 
they confirm it. 

Q. They have to approve your action? A. They sure have to 
confirm it. Usually the meeting is at the wrong time of the year for 
that purpose so we go ahead and hire them anyway. They confirm it and 
fix a salary. 

Q. Now, Mr. Goolsby, these minutes which Mr. Stanley introduced 
and in which the house, I believe 1954, was resold back to you, that was 
June 17th, isn't that correct? A. I don't know the exact date. 

Q. Thatisthe name? A. Yes. 

MR. STANLEY: Yes. 

MR. MC CALLY: What was the date of the minutes when he 
bought the house back? Do you have those here? 

THE WITNESS: The house was sold to me in the December meet- 
ing, 1957. That would be the third Monday in December. 

THE COURT: You have the copy of the minutes in the record. 
Don't waste time. 

MR. MC CALLY: I don't remember whether he read those in. 
There is not a copy in the record, 

MR. STANLEY: I didn't put any minutes in authorizing the sale of 
the house that I recall, if that's what Mr. McCally is talking about. 
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THE COURT: I beg your pardon, I thought there was. You can 
explore that, the consideration of the house. 

(Mr. McCally referred to the Minute Book and then offered 
the Minute Book to the Court.) 

THE COURT: Ireadthem. All right, go ahead, 

BY MR. MC CALLY: 

Q. Discussing these minutes, prior to the time that these minutes 
were carried into a contract, was there anything to prevent the Board of 
Trustees from negating this action, prior to that time? A. What action? 
The action hadn't been taken. 

Q. That's what I'm trying to get to. This action had not been 
carried out yet, is that correct? A. Oh, yes, the house is in my name 

now. 

THE COURT: He is talking about the sale of the name. 

MR. MC CALLY: No. _ Iwas discussing the house now, 1954. 
Tam trying to find, up to the time that The Service Schools Foundation 
entered into a contract, were your personally -- was there anything to 
prevent the Board of Trustees, let's say, backing out of their agree- 
ment to sell this house back to you? 

THE COURT: That's a question of law, Mr.McCally, whether or 
not the Board of Trustees could rescind the action that was taken in a 
resolution. That's what you as a lawyer ought to be able to tell. 

THE WITNESS: I don't understand the question. 

THE COURT: There are so many things, whether consideration 
has been paid -- 

BY MR. MC CALLY: 

Q. Does the school furnish you witha car? A. I have one at 
my disposal. 

Q. What kind of a car is it, sir? A, We have two cars and two 
buses. 


Q. How about the cars specifically? A. One is a Mercury sta- 


tion wagon we carry school supplies in and lug stuff; one is a little 
Volkswagen. 
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THE COURT: Who uses the Volkswagen? 
THE WITNESS: I do. 
BY MR. MC CALLY: 
77 Q. Is that specifically for your use? A. No. The house- 

keeper uses it. I just sold the Volkswagen to the school this fall. 

THE COURT: You mean you sold it? 

THE WITNESS: Yes. 

BY MR. MC CALLY: 

Q. It was originally in yourname? A. Yes. 

Q. Who keeps the keys? A. I have some keys and there are 
keys in the office. 

THE COURT: You don't have any other car yourself? 

THE WITNESS: No. 

THE COURT: Is there any resolution of the Board toe purchase 
that car? 

THE WITNESS: No, not the Volkswagen. 

THE COURT: Iam asking you whether there is? 

THE WITNESS: Not yet. 

THE COURT: Who determines what the price was? 

THE WITNESS: Was there a resolution? I can't remember. 

THE COURT: You said this fall. 

THE WITNESS: I saidthis summer. It was after our meeting 
this summer. 

THE COURT: Iam asking you. You don't know? 

THE WITNESS: I'll say I don't know. 

THE COURT: You don't know the price? 

THE WITNESS: The price was fixed. 

THE COURT: Who fixed it? 

THE WITNESS: Thetrustees. It will have to be confirmed in 
the meeting of December. 

THE COURT: What do you mean? 

THE WITNESS: I say it will have to be confirmed. 

THE COURT: When? 
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THE WITNESS: The meeting in December. ‘We didn't want to have 
a special meeting for the Board of Trustees. 

THE COURT: If the trustees confirm it -- 

THE WITNESS: It hasn't been confirmed yet, your Honor. 

THE COURT: But you sold it? 

THE WITNESS: As far as I am concerned, it's sold. 

THE COURT: And it is still in the name of the corporation? 

THE WITNESS: Yes. 

THE COURT: How much did you pay for it? 

THE WITNESS: $1600. 

THE COURT: How old was it? 

THE WITNESS: Two or three or four or five months. You can't 
buy one in the District for $1600. 

THE COURT: Let me ask you this, Iam curious to know. What 
did you do when you decided to sell the car? 

THE WITNESS: I can't recall whether we had a special meeting 
of the Board of Trustees at that time. I am inclined to believe there 
was for some reason but not for that purpose. 

79 THE COURT: Don't you have the minutes? 

THE WITNESS; Yes but I don't have the book. 

THE COURT: Let him have the book and let him point out the 
resolution effecting the sale of the car. 

MR. STANLEY: You are talking about the sale of the car? 

THE COURT: Yes, $1600. 

THE WITNESS: It would be at a meeting of the Board of Trustees 
this past summer. I don't think those minutes have been written up. 
January 14, 1958 is the last meeting we had. We had another meeting 


in June. I turned over the car to them for $1600 for various reasons, 
One is that I owed the corporation some money on this house, $1400 on 
the house, the balance due there. 

MR. MC CALLY: Which house? 

THE WITNESS: 1854 Biltmore. 

THE COURT: I thought-- 
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THE WITNESS: (interposing) Paid $25,000 for it, your Honor. 
I bought the house for $22,000. The corporation bought the house for 
$22,000. The corporation sold the house to me for $25,000. 

THE COURT: But you say the company owed you eighteen -- 

THE WITNESS: (interposing) Owed me $23,400, leaving, I 
believe, $1600 that I owed on the house. I bought the house for $25,000. 

THE COURT: But there was a $14,000 mortgage on it, 

THE WITNESS: Right. 

THE COURT: 14 from 25 leaves 11. 

THE WITNESS: Yes, but the corporation has to pay off the mort- 
gage, otherwise if I had to pay off the mortgage they wouldn't be paying 


me the $23,400. For one year they are having the complete use of the 


house, the corporation, just as it was before and they have to pay the 
insurance and the taxes for that one year, that's all. 

THE COURT: And you cancelled the $25,000? 

THE WITNESS: No, $23, 400. 

THE COURT: Indebtedness? 

THE WITNESS: Provided I did two things. I cancelled $23, 400 
indebtedness. This is the effect of the $23,400 indebtedness and gave 
them a $1600 car. That is the effect of it now. In return for the 
house. They pay off the $11,000 mortgage. 

THE COURT: All right, and that $23,000 is money that you 
advanced since the school started? 

THE WITNESS: Yes, $18, 400 of it was money I advanced or my 
mother. 

THE COURT: Why would your mother advance it? 

THE WITNESS: I don't know. She just did. 

THE COURT: The debt belonged to my mother but now my mother 
is dead so I've inherited the debt. 

THE COURT: The resolution doesn't say that. The resolution 
says it's money you advanced. 

81 THE WITNESS: Well, that's not true. I advanced it and my 
mother advanced it. Now, $5000 of the $23,000 -- 
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THE COURT: (interposing) No reason why you should take 
advantage of your mother. 

THE WITNESS: My mother has been dead four years, your Honor. 

THE COURT: It would necessarily be stepping in her shoes. 

THE WITNESS: Who is going to step in her shoes? She is dead. 
T am the sole heir. 

MR. STANLEY: [If it please the Court, he is his mother's sole 
heir. 

THE COURT: You are testifying and I don't know how competent 
itis. The man claims he is his mother's heir. There ought to be some 
evidence of it. 

THE WITNESS: Oh, my gracious -- 

THE COURT: Oh, my gracious, you just keep quiet. 

MR, STANLEY: We are not prepared for it. 

THE COURT: You should be. 

MR, STANLEY: I think the accountant will cover some of this. 

THE COURT: What I'm trying to find out is what this $23,000 
covers -- donations, advancements made by Mr. Goolsby to the school? 

THE WITNESS: Loans. $18,400 covers loans that my mother 

and I had made, most of it my mother. 

THE COURT: All right. Go ahead. 

THE WITNESS: $5000 of the $23, 400 is salaries in arrears. 

THE COURT: Well, the resolution doesn't say anything about his 
mother. It says it's indebtedness the company owed Mr. Goolsby. 


That's what the resolution says and there wouldn't be any reason why the 


mother's claim couldn't just as well be raised later on. That's just a 
collateral issue of the thing, so just goon. I'm trying to learn what 
the $23,000 represented. It represented money he advanced to the com- 
pany or to the school. 
BY MR. MC CALLY: 

Q. How much cash did you receive for the Volkswagen? A. None 
at all. 

Q. There should have been a $200 balance. A, Yes, but I had 
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some advances from the school before. I don't know how much it was -- 
maybe a thousand dollars, so it went to that account. 
Q. During this year, June 1957 to June of '58, how much advances 


did you receive from the school all told? A, I don't know. The ac- 


countant will tell you. My doctor told me I had to take a long vacation so 
I went to Europe and borrowed six months advances on my salary for the 
remainder of the year, from January to June, about six months. 

Q. That was debited against your salaries? A. Salaries in ad- 
vance. 

MR, STANLEY: Did he answer that question the way you assumed 
he did? 

THE COURT: Hedid. He went away to Europe. The doctor told 
him to go and he got an advance on his salary, six months advance on his 
salary. 

MR. STANLEY: I didn't understand. Iam sorry. 

THE WITNESS: Of course, I got the full amount and there was 
withholding. When the time came up for the quarterly return of the in- 
come tax, the school paid the withholding tax but I had taken the money. 
I was in Europe with the full check so I owed the school money. 

BY MR. MC CALLY: 

Q. Is that the only advance you had? A. Yes. 

Q. Did your wife go with you? A. Yes. 

Q. Dis she receive her full salary when you were over there? 

A. That's right. 

Q. Was that an advance also? A. Yes. We hadn't had a vaca- 
tion in twelve years. 

Q. Who assumed your duties while you were in Europe? A. My 

assistant plus two other people. 

Q. And were they hired additionally? A. No. Some people were 
hired. I hada secretary brought in and I had been planning this thing 
for a year, eight months. 

Q. Who assumed your wife's duties while she was away? A. I 
had two girls move into the apartment and live there and did most of her 
secretarial work, 
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Q. Were they paidasalary? A. Yes. 

Q. How much was that? A. They were paid $50 a month plus 
the use of the apartment. 

Q. Did that include kitchen privileges? A. (nod of head). 

Q. Did you draw your full $800 food allowance that year, too? 
A. Well, no. Iwas allowed $800 and I suppose we eat better than 
$800. TI use that to: make up the difference. 

Q. That's over and above your kitchen privileges? A. No, 
that's $800, what we're allowed for food. 

THE COURT: Don't you eat all your meals at the dining room? 

THE WITNESS: No, I don't now, not this past year. 

BY MR. MC CALLY: 

Q. That is in addition to your kitchen privileges? A. What do 

you mean? 

Q. You are allowed to eat in the school dining room? A. We do 
not, 

Q. I'm not asking you whether you do. Let me ask the question, 
Do you have the privilege to eat in the school dining room? A, I 
Suppose so. I never have eaten in it the whole time I was with the 
school, since I have been headmaster. 

Q. I'll put the question another way. Do you receive your meals 
through the school? A. No. 

Q. Never? A. Not now. 

Q. I'm asking you about the year in question, J uly 1, '57 to June 
1958. A. No. 

Q. Never ate there? A. No. 

Q. Did you have the privilege of eating there if you wanted to? 
Was that part of your subsistence? A, Presumably. If I did, though, 
I wouldn't get the $800 allowance. 

Q. The $800 was not over and above? A. No. That was my 
food allowance. 

THE COURT: He wants to know whether you ate in the dining room 


86 or not, whether or not you and your wife received your meals from 
the kitchen? 
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THE WITNESS: Not this particular year, no. 

THE COURT: Beginning 1957? 

THE WITNESS: We did not that particular year but in previous 
years. 

BY MR. MC CALLY: 

Q. Was your allowance increased any that year? A. We didn't 
have any allowance that year. 

Q. How do you draw the money? Straight $800? Is it paid the 
first of the year? A. We have to order our food from one market and 
any bills that come to the school up to $800 a year are paid by the school. 
After that Goolsby pays for it. Before this, why, we always got an 
allowance during the summer when the school kitchen was not open but 
up until that year we always had the boys or waiters bring food over to 
our apartment. 

Q. Allright. Whom did you purchase the Mercury station wagon 
from? A. Grady Motor Company. 

Q. Bought outright in the school's name? A. Yes. 

Q. How many bank accounts does Service Schools Foundation 
maintain? A. Two. We've got one little one completely inactive for 

87 years. Just a couple of hundred dollars init. The Old Liberty 
Bank -- what is that? The National Bank of Washington I think it is. 

Q. Is that maintained in the name of Service Schools Foundation 
or Columbian Preparatory? A. Service Schools Foundation. 

Q. Where is the other account. A. We have two accounts in that 
bank. 

Q. What types of accounts are they? A. Checking accounts. 

Q. How do you distinguish between the two? A. To tell you the 
truth one has been completely inactive for years. If we were going to 
draw something I'd have to look it up. 


Q. Does your accountant know the difference? A. Probably. 
Q. Who has to sign the checks? A. Either me or my wife. 
Q. Just one person? A, Either one. 

Q. Who usually signs these checks? A. Mrs. Goolsby. 
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Q. Do all the proceeds which you receive, checks for tuition, 
donations, all go into this one account? A. Well, yes, either into one 
of two accounts in the National Bank of Washington or the other account 

88 which I have at the Riggs. 

Q. What kind of an account is that? A. Same. It's a checking 
account. 

Q. And there is some manner of determining where the money 
goes, isn't there? You have two accounts. How do you know where to 
put the money? A. Put it in the one that is most convenient for us at 
the moment. I think most of it right now is in the National Bank of 
‘Washington. I believe the Riggs Bank is in the name -- or I don't know 
how that is. I think/it's in the name of Columbian Preparatory School. 
I think we've got a form check and down at the bottom it's Columbian 
Preparatory School and you just sign it. 

Q. Does anyone else live on the property other than you and your 
wife and proctors and some of the teachers you have mentioned? A. No 
one lives there except the ones I have mentioned. 

Q. Does the assistant dean or assistant headmaster live there? 
A. No. 

Q. When did he last live there? A. Never has lived there. 

Q. Who is in charge when you are away? A. He is. 

Where does he live? A, Fairmont Street, a few blocks away, a 
half dozen. 

Q. Now, does The Service Schools Foundation itself offer these 
scholarships directly or is it offered through some other agency or in- 
stitutions. Are the scholarships which you offer offered in the name of 
your school? A, Certainly. 

Q. And who determines who receives these? A. Our committee. 
We meet and decide. 

Q. And who is the committee? A. The three of us, the dean of 


the faculty and Mr. Dubuque and myself. 


Q. Do you give any football scholarships suchas -- A, Yes, 
Q. How many would you say? A. Football scholarships as such -- 
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T suppose you'd call them football -- this year is thirteen, last year 
eight. 

Q. Are they so-called full scholarships? A. Not from us. 
Somebody else gives them part. 

Q. And who is that? 

THE COURT: What difference does it make? You are not throw- 
ing light on this. 

MR. MC CALLY: I don't believe I have any further questions, your 
Honor. 

THE COURT: Have you any redirect? 

MR. STANLEY: Just very short, your Honor. 

REDIRECT EXAMINATION 
BY MR. STANLEY: 

Q. Mr. Goolsby, has The Service Schools Foundation, the Peti- 
tioner here, ever bought any property other than in its own name 
originally except for 1811 Biltmore? A. Real estate? No. 

Q. I think you testified on cross examination that the 1811 Biltmore 
Street property was originally taken in your name? A. That's right. 

Q. And then shortly afterward you transferred it to the Petitioner? 

THE COURT: He was perfectly clear about that. Why go over it 
again. He said the corporation wasn't organized at that time and when 
it was organized they transferred it. 

Q. Mr. Goolsby, you were questioned as to the election of 
members to the corporation. I show you Petitioner's Exhibit 3A which 


is a copy of the by-laws of the corporation and ask you if you can show 


in there any authority by which -- 

THE COURT: Wait aminute. There is no reason for wasting 
time. The exhibit speaks for itself. 

MR. STANLEY: I want to find out by what authority they purported 
to act. 

THE COURT: I will read every bit of that. You can argue this 

after it's all in the record -- everything you need. 
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BY MR. STANLEY: 


Q. Mr. Goolsby, I refer you to Petitioner's Exhibit 11 which is 
the assignment by which you assigned to the school for $13,500 the name 
and good will of the Columbian Preparatory School. 

THE COURT: Now, waita moment. Are you showing good will? 

MR. STANLEY: I think that is in there. 

THE COURT: What does that say? What does the $13,000 cover? 

MR. STANLEY: Well, it covers everything he received in the Puhl 
contract. 

THE COURT: Let me see that. 

(Document shown to the Court.) 

THE COURT: Iam thinking about the resolution. I don't know 
whether that covers it or not. That agreement covers it. Go ahead. 
What was the good will then from the school? Who owned the good will? 

MR, STANLEY: Puhl owned the good will when he transferred it 
to Mr. Goolsby. 

THE COURT: In 1958 what was the good will? 

MR. STANLEY: Good will attached to the name, Iassume. It's 
the only thing it could attach to. 

THE COURT: Maybe so. Go ahead. Anyhow, the contract -- I 
am wrong. The contract covers good will. I didn't know whether the 

92 resolution did or not. The contract speaks for itself. What 
question are you going to ask? 
BY MR. STANLEY: 

Q. Mr. Goolsby, referring you to this Exhibit 11 where it's 
indicated that you received in certain payments $13, 500 for your interest 
in the Puhl contract, whatever that might cover, will explain how you 
determined that that should be the sale price by you for what you sold, 
namely, $13,500? 

MR. MC CALLY: I object to that. 


THE COURT: Isn't it perfectly clear that here is a man dealing 
with his own corporation, he would think it's worth at least $13,500. It 


may be worth more but if it had been worth more he would have gotten 
more, 
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MR, STANLEY: I don't think this gentleman would -- 

THE COURT: (interposing) He made a profit of $6500. 

MR, STANLEY: That's why I want to find out why he took that 
much profit on the original deal, how he made up his mind that $13, 500 
should be the sales price. 

THE COURT: Somebody else should have made up their mind about 
it. I don't know whether they did or not. 

MR. STANLEY: The Board of Directors had it before them and 
based on it -- 

THE COURT: (interposing) Do you want to ask him why he 
charged $13, 500 for something he got before for $6000, and you are 
dealing now with the goodwill that was in existence in 1946, aren't you? 

93 MR. STANLEY: That's right and the name was continued and the 
school, as far as the public knew, it was the same school. 

THE COURT: I understand that but what are you saying, that the 
goodwill is Puhl's goodwill? 


MR. STANLEY: I suppose you could get into a little metaphysics 


but the goodwill as I understand it, must attach to a business or a name, 

THE COURT: But any increase since 1946 is this school's good- 
will, the Petitioner's goodwill. It derived from the way they conducted 
their school, didn't it? 

MR. STANLEY: I wouldn't think so. 

THE COURT: I don't know who else would be entitled to the good- 
will, The way this Service School has been conducted, it's got some 
goodwill, he has some interest in it. It's not a dead thing, it's a live 
thing. He has conducted the school and maybe in a very good way, 
since 1946. It certainly did not sell that to the corporation, its own 
goodwill. 

MR. STANLEY: Oh, no. 

THE COURT: What he sold was something Puhl owned. He sold 
that for $13, 500. 

MR. STANLEY: That's right. 

THE COURT: Let him explain this $6500 increase. 
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THE WITNESS: Well, we discussed it in the trustees’ meeting. 

94 I told them I proposed to sell the name to the corporation if they 
were interested and they said, "Certainly." So I asked them in the meet- 
ing what they thought it was worth. 

THE COURT: Now, you were four of you there? 

THE WITNESS: In this yes, four, at this time. 

THE COURT: ‘That was Admiral Holsinger and -- 

THE WITNESS: Dr. Dubuque. 

THE COURT: Mrs. Goolsby and you? 

THE WITNESS: That's right. Admiral Holsinger was the one 
who had the most to say. He said $20,000, it ought to be worth that in 
view of the fact the school had increased in its enrollment from thirty 
boys in the first year to 160. He advocated $20,000. I told him I 
didn't care to make any profit out of the thing. He said, ''What do you 
mean, not to make any profit?" Isaid, "Well, I don't want to make any 
profit. It may be worth $20,000 from a business point of view but I 
don't care to make what I regard as profit." He said, "Well, what do 
you think it's worth?" Isaid, "In my mind I want to sell it for less 
than that." So we talked it back and forth and we decided -- He said, 
"How much have you lost by having it for twelve years and not getting 
any interest on it? In other words, if you had taken that $6000 you gave 
Puhl and bought railroad stocks with it you would have tripled your 
money in twelve years. So, since you let the school have it, how much 
have you lost?" Iam merely telling you the conversation, how we ar- 

rived at it. 

Isaid, "I don't know. I'm not going to charge you what I would 
have gained if I speculated on the stock market. At 6% I would have 


doubled my money in eleven years." 

THE COURT: You would? 

THE WITNESS: According to my accountant. 

THE COURT: You should get some of your mathematics teachers 
to tell you that 6% for eleven years is only 66%. 

THE WITNESS: That is compounded semi-annually. That's what 
he said, 
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THE COURT: Go ahead. 
THE WITNESS: So it would be more than $6000, it would be 
$12, 000 if you figure it that way and then the contract I had in mind was 


I wouldn't get paid for five years so it's beyond the time of the sale, going 
beyond for five years more, before the $13,500 is paid, during which 
time I get no interest. So I just set that figure more or less arbitrarily. 

THE COURT: Let me ask you something. Did you tell the Board 
of Directors, these people who are supposed to look after the interest of 
the Petitioner, that you required them to agree with you that so long as 
they used the name that you would have to be the headmaster? 

THE WITNESS: No. 

THE COURT: Why didn't you? 

THE WITNESS: It's a question again -- let me get your question, 

THE COURT: You knew that your Contract with the School said 
that they can only use this so long as you would be the headmaster. 
Once they discharged you as headmaster they could not -- 

THE WITNESS: (interposing) I don't think that's quite the wording 
of it. 

THE COURT: You didn't tell them anything about that contract? 

THE WITNESS: I presumed they knew about it. 

THE COURT: Did you show them the contract? 

THE WITNESS: No. Undoubtedly they had heard about it. 

THE COURT: You were telling them all that you lost. Why didn't 
you tell them something you gained? You had gained this position. 
They couldn't discharge you unless they ran the risk of losing the name 
of Columbian Preparatory School. That was the only thing of value there, 
the name. You couldn't operate without the name. 

THE WITNESS: Some other name. 

THE COURT: But you wouldn't have the same school, would you? 

THE WITNESS: The school is a far cry from the Columbian 
Preparatory School of years ago. 

THE COURT: Let's suppose now that before you entered into this 
contract someone came to you, I mean the Board of Directors said -- 
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well, let's say you had six or seven or eight or ten boys and they 
said, "Goolsby, we are not going to let you be headmaster. We are not 
going todischarge you."" You said, "All right, discharge me but I am 
going to take this name because that's my agreement." 

THE WITNESS: Well, I could have done it if I wanted to. 

THE COURT: Let's suppose you did and you'd gone off some other 
place in Washington and started a school, Columbian Preparatory, which 
you have a right todo. How long would this other school last? 

THE WITNESS: I don't know. 

THE COURT: Wouldn't it go to pieces? 

THE WITNESS: I don't have any idea. 

THE COURT: You don't think it could exist without that name? 

THE WITNESS: They'd have to have another name. 

THE COURT: What other name would it take? It is advertised 
and everything as Columbian Preparatory School. The students don't 
know anything else, the parents don't know anything else. 

THE WITNESS: Somebody knows about The Service Schools 
Foundation. 

THE COURT: Even your bank account is in the name of Columbian. 

THE WITNESS: One at any rate. 

98 THE COURT: What could the school do? They'd have to fold up, 
wouldn't they? 

THE WITNESS: I shouldn't think so. It has about $130, 000 net 
assets. I don't think it would fold up. 

THE COURT: Don't you think the name was of sufficient value to 
retain you? 

THE WITNESS: Sufficient -- 

THE COURT: Sufficient value to prompt the retention of you as 
headmaster? 


THE WITNESS: I think so as long as I am doing a pretty good job. 

THE COURT: Don't you think the name itself is worth $20, 000, 
not $13, 500? 

THE WITNESS: I put the value of $13, 500 on it. 
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THE COURT: Don't you think that is enough value to make them 
retain you? 

THE WITNESS: No, not $13,500. If I'm doing a punk job I don't 
think it would be worth $13,500. I think it depends on what kind of job 
Tam doing. 

BY MR, MC CALLY: 

Q. Mr. Goolsby, do you have any income outside of your salary? 
A. A little bit. 

Q. Is it sufficient to live on? A. I could live on it. 

THE COURT: Mr. Goolsby, Iam going to ask you a few questions. 

BY THE COURT: 

Q@. You have an accountant here? A. Yes, 

Q. And he keeps a record or at least he audits records of your 
school? A. That's right. 

Q. How good are those records? You know something about them. 
A. They're pretty good now. They weren't good at the beginning three 
or four years. 

Q. You kept the records? A. You mean the financial records? 

Q. Yes. A. Oh, yes. 

Q. Well, when you advanced money was a record kept of it? 

A. Not at first, no. 
Q. Who kept a record of it? Did you keep a record of it? 
A. My mother had it. 
Q. Your mother kept records? A. Yes. 
Q. Are those records available to the accountant? A. I don't 
100 know whether they are or not. 

Q. How did other people besides you know how much money you 
had advanced if the records didn't show it? A. Well, there was no 
other way -- by means of elimination. If you had money in the bank, 
where did it come from? 

Q. I asked you this simple question -- by what records -- 


A. (interposing) I had checkbooks where I had given some, 
Q. Were those made available to the accountant? A. Sure. 
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Q. Is that the way he keeps your records? He makes up his 
records from those two? A. I assume so. 

Q. Now, you say that you had advanced $18,500? A. $18, 400. 

Q. From 1946. Now, what other money besides this did you 
advance? A. Oh, I advanced -- we gave some money outright. 

Q. LIasked you what other money and where is a record of it? 
A. Other money? I can't give you the dates for it but I know a couple 
of years ago I borrowed $5000 for the school and got paid back after a 
couple of months. 

Q. I mean money that you donated and never got back besides the 
$18,000. A. Lam getting that back. 

101 Q. I know you are getting that back but I want to know other money 
besides the $18, 400 that you have given to the school from time to time 
and of which you have an indebtedness. A. That was lent to the school? 

Q. What I'm trying to find out is how much of the money -- 
A. (interposing) Of the money? 
Q. Yes, and where would the records be? A. $10, 000 of it or 
$11,000 is in the form of back Salaries, a cancelled amount. 
Q. Do the records show that? A. Yes. 
Q. I want that recordtomorrow. A. I imagine it's back there. 
Q. This salary of $11,000 or $10,000 -- A. (interposing) That 
is for my wife and me both. 
Q. How much of it? A, Then my wife and I gave -- my wife and 
mother and I gave, $5000 as I remember and I believe $5000 more. 
And the records show that? A. I suppose so. 
It went in a bank account, didn't it? A. Yes. 
That's $20,000. A. Thattsa gift. 
A gift? A. That's right. AsI remember, it was $10,000. 
That was your mother? A. And my wife and I. 
I'm not talking about your mother. I'm talking about you and 
your wife. A. Idon't know. It wasn't earmarked that way. 


Q. Don't you know how much your wife and you have given this 
school, donated to it? A. Not particularly because when I needed 
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money I dug in my pocket and paid it out. 
Q. Iam asking you, can't you tell me how much money you have 
donated to the school? A. No, not to the penny. 


Q. How much roughly? A. Roughly, I'd say $10,000, me, my 


wife and my mother. 

Q. Is that all? A. Plus this $10,000, $11,000 salaries in 
arrears. 

Q. Will you tell me, please, what is the reason for this provision 
of your charter? Iam going to read it to you: "Each person who has 
at any time contributed money --" By the way, before that, will you 
tell me what money other persons have contributed? A. None. 

Q. Allright. Now, there is no other person but you and your 

103 wife and your mother. ''Each person who has at any time con- 
tributed money or property to the corporation may, in a manner herein- 
after provided, have the right to designate a school, college, university 
or educational foundation or fund which is not organized or operated at 
private gain, as such is legally defined, to receive such portion of such 
proceeds . . ."" Now, that's the whole property of the school, ". . as 
bears the same ratio to the entire assets of the corporation as the amount 
of money or property which such donor has contributed to the corporation 
bears to the entire amount contributed by all donors. 

“Such designation may be evidenced by a statement in writing 
delivered to the trustees of the corporation at the time such donation is 
made or at any time between the time of the donation and the distribution. 
Such designation may he changed by the donor at any time prior to the 
distribution. A donor may make such designation in his or her will and 
if a donor is deceased at the time of such distribution, the designation 
in his or her will shall control. 

“Any portion of said proceeds for which the designation has not 
been made shall be distributed to such institutions so organized as the 
Board of Trustees may direct. In any such distribution, Robert E. M. 
Goolsby and Ruth Chryst Goolsby shall be entitled to be taken and con- 
sidered as having each donated $40, 000 and no donor shall be taken or 
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considered to have donated less than $1000." 
104 What justification do you have for allowing you and your wife to be 


considered as having contributed $80,000 when you contributed only 
$20,000? A. Well, contributing hard cash, none. 

Q. Iam asking you, what contribution did you make? A. The 
way I looked at it is this -- your Honor, this school was practically.a 
creation of me and my wife. We hada name, yes, thirty boys at the 
time I took it over. Now we have it to the place where we have 160 
boys, it has a national reputation, but from a practical point of view I 
am the one who has given it direction. I am the only one who has given 
money. 

Q. You are the headmaster, you should. That's exactly what 
you are employed for. A. That's right. 

Q. Isn't it your duty to do all these things as a headmaster? 

A. It wasn't my duty before I was headmaster to donate the money. 

Q. You have gotten the benefit of the donations. You have donated 
$20,000. A. What benefits did you have reference to? 

Q. Isn't it the purpose to absolutely insure that you and your wife 
Shall be able to dominate and tell the organization what and where this 

105 money should go. A. $80,000 of it, yes. 

Q. When you have only contributed $20, 000. A. Well, that is 
a point of view. I personally think I have contributed more than $20, 000. 

Q. Ihave taken fifteen minutes trying to get you to tell me what 
you have donated. , A. I have donated interest for twelve years. 

Q. You have been paid for that, haven't you? A. No. There 
is no pay of $18,400. I got no interest on it. The school got the use 
of it. I got no interest on the salariés in arrears. 

Q. Aren't you getting repaid for that? A. In what way am I 
getting repaid? 

Q. You have gotten a house here and $20,000. A. Iam paying -- 

Q. (interposing) You are getting it repaid -- $20,000. A. Lam 
getting paid back the principal on the loan. 

Q. You've got here that you donated $80,000. A. No, I beg your 
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pardon. I had "as if I did." 

Q. What do youmean? A. "As ifI did." I don't claim I 
donated $80,000, your Honor. 

Q. Allright. If that's all the explaining -- A. (interposing ) 
At the time this thing was done, the net worth of the school was $130, 000. 

106 Q. How much is it worth now? A. Well, it's about that. 

Q. $130,000? A. Net worth. 

Q. And you know, don't you, that if you and your wife decide to 
close this school up you can designate any recipient of this $130, 000? 
A. No, sir, I cannot. 

Q. You are the only ones that can vote. A, I beg your pardon. 


Every member will be regarded as having donated $1000. 


Q. Oh, no. You say "no other donors" -- I asked you that ques- 
tion, I said, ''How many --"' A. (interposing) That is a mistake. 

Q. TIasked you how many persons had contributed money besides 
you. A. That was not my -- 

Q. (interposing) "And no donor shall be taken or considered to 
have donated less than $1000.'"' Even with the five extra members be- 
sides you and your wife, they would have only one vote each and you'd 
have 80, It would be infinitesimal. A. Isn't that limited to 80 be- 
tween my wife and me? 

Q. 80 votes against 5. Looks to me like a pretty big majority. 
You could just tell who would get the school. A, I didn't know about 
the donor business. As far as I was concerned all members of the 
corporation -- 

Q. (interposing) I just asked you whether the donors -- 

A. (interposing) That's what the thing says. That's not what I meant, 

Q. Not only that, it says this, "Each person who has at any time 
contributed money or property to the corporation may, in a manner 
hereinafter provided, have the right to designate what school," etc. 
It's purely to have contributed money. And then you tie it up in a knot 
by saying, Mr. and Mrs. Goolsby shall have been considered to have 
made $80,000 donations. All right. - 
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Are we going to suspend until tomorrow morning? 

MR. MC CALLY: Your Honor, may I approach the bench before 
you suspend? 

(Discussion off the record.) 
THE COURT: All right, Mr. Goolsby, thank you. 
(Witness excused.) 

MR. STANLEY: I have not said anything on this subject, your 
Honor because I understand your arguments at a later date -- 

THE COURT: I want it cleared up. 

MR. STANLEY: I want Mrs. Goolsby to take the stand for a 
minute, 

THE COURT: I thought you were only going to have one witness. 

108 MR. STANLEY: It will only take me a moment. 
Thereupon, 
RUTH CHRYST GOOLSBY 
was called as a witness on behalf of the Petitioner, and, being first duly 
Sworn, assumed the stand, and, upon examination, testified as follows: 
DIRECT EXAMINATION 
BY MR. STANLEY: 

Q, Will you give us your name? A, Ruth Chryst Gooolsby. 

Q. And where do you reside? A. 1854 Biltmore Street, North- 
west, Washington, D. C. 

Q. Have you a connection with The Service Schools Foundation, 
the Petitioner in these cases? A. Yes. Iam the secretary-treasurer,. 


Q. As one of your duties do you keep the minute book of that corpo- 
ration? A, Yes. 

Q. Now, Mrs. Goolsby, I show you a book. Is that the minute 
book? A, Yes. 

Q. Now, have you examined that minute book for the purpose of 


determining who were the directors of the corporation on July 1, 1957. 
109 A. There were four members. 

Q. And will you name them, please? A. Mr. Goolsby, Robert 

E. M. Goolsby, president; Dr. Joseph Dubuque, vice president; myself 
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as secretary-treasurer, and Admiral R. W. Holsinger as member. 

Q. How long did those four remain trustees or directors of the 
corporation? A. They are still members. 

Q. Was there any change in the make-up of the corporate board 
between July 1, 1957 and June 30, 1958? A. Another member was 
added in the June meeting of 1958. 

Q. And who was that? A. Col. E. A. Routheau. 

MR, STANLEY: That is all I have. 

THE COURT: Are these three members, other than you and Mr. 
Goolsby, employees of the school? 

THE WITNESS: Yes, they are faculty members. 

MR. MC CALLY: I think if she is going to testify as to what the 
minutes said I think the minutes should be in evidence. 

THE COURT: The minutes do speak for themselves. 

MR. MC CALLY: That's true. 

THE COURT: She has testified exactly as the minutes show. 

MR. STANLEY: I submit, your Honor, that she knows personally 
what the situation was and may refresh her memory from anything -- 

110 MR. MC CALLY: I'd like to know the date of the June meeting. 

THE COURT: He asked who the directors were on July 1, 1957. 

MR. STANLEY: I asked was there any changes. 

THE COURT: And she said in June '58 another man was added. 
Have you any questions to ask? 

MR. MC CALLY: No. 

THE COURT: I have some questions to ask. 

BY THE COURT: 
Q. Your husband testified about two meetings the minutes of 


which do not appear in this book. Can you tell me why? A. They 


have not been typed yet. They are ready to be typed. 

Q. How long do you wait before you putminutes in? A. The 
time varies. I just haven't put them in yet for the June meeting. 

Q. He said there was another meeting since then. A. It wasa 
continuation. I'm not sure -- 
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Q. You don't currently put them in as soon as the meeting is over? 
A. I don't always type the papers immediately. I keep them in the desk 
in the book. 

Q. There was a meeting in June 1957, June 17th, I think it is. 
Was that meeting actually held on that date? A. Absolutely. If the 
minutes say it was held on that date it absolutely was held on that date. 

Q. Do you have an explanation why you waited until January of 
the next year before you carried out a resolution in that? Did anybody 
explain at any meeting why that was done? A. Iam not sure I under- 
stand the question. 

Q. Well, there is a resolution in there that the company will pay 
$13, 500 for the name of the school in June of 1957 and there is nothing 
done about it until January of 1958 and somewhere in December, the 
latter part of December or January, there are minutes that referred to 
it again. Didn't somebody explain why that wasn't carried out, why they 
didn't transfer it as they had consented to it or at least the Board of 
Directors wanted it to be done? It wasn't done until J anuary. Can you 
tell me why that wasn't done until January? A. No. 

Q. You don't remember? A. No. 

Q. You don't remember why, as Secretary, no explanation was 
made for the delay? A, I don't remember. 

THE COURT: Allright, Thank you. 

MR. STANLEY: I have no further questions. 

THE COURT: Thank you, very much. 

112 (Witness excused.) 

MR. STANLEY: Mr. Goolsby said he'd like to answer your 
Honor's question why that resolution wasn't carried out until J anuary. 

THE COURT: I'd rather get the accountant. 

MR, STANLEY: Mr. Brooks is outside. May he be called? 

Thereupon, 

DAVID BROOKS 
was called as a witness on behalf of the Petitioner and, being duly sworn, 
assumed the witness stand, and, upon examination, testified as follows: 
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DIRECT EXAMINATION 
BY MR. STANLEY: 

Q. Will you state your name and address to the Court? A. My 

name is David Brooks. My office address is 1625 "I Street, Northwest. 

Q. Mr. Brooks, what is your profession? A. Iam a certified 
public accountant. 

Q. In what jurisdiction are you qualified as such? 

THE COURT: Don't waste any time. He is a certified public 
accountant. He is all right. 

Q. Have you had occasion to examine the books and records of 
The Service Schools Foundation? A, Yes. 

Q. How long have you or your partnership been examining those 

113 books? A, Our firm has been examining the records of the 
school since its organization in 1946, 

Q. Are youa partner? A, Iam a partner in the firm of Regardie 
& Brooks which has consistently examined the books. 

Q. What is your partner's full name? A. Benjamin Regardie. 

Q. Is he a certified public accountant, too? A. Yes, he is. 

Q. Mr. Brooks, I show you a document and ask you what that is? 
A. This is a financial report which we prepared showing in summary the 
balance sheets and financial transactions of the school for ten fiscal 
years ended May 31, 1956. 

Q. And I show you another document and ask you what that is? 

A. This is a financial report for the fiscal year beginning June 1, 1956 
and ending May 31, 1957. 

Q. Now, does that second document that I showed you carry on for 
another year the same thing that this first document did? A. Yes, it 
does. 

BY THE COURT: 

Q. Is that the last financial statement you have? A. No. 

Q. I want one that follows, the next fiscal year. 

MR. STANLEY: You mean '58? 

THE COURT: Yes. 
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MR. STANLEY: I don't have that. 

THE COURT: That really covered the time. This other one 
doesn't. The one ending fiscal year 1957 doesn't cover the period. It 
throws some light on it. I don't suppose the situation changed much be- 
tween May 31st and July 1st but it seems to me that the next thing would 
be just as important, wouldn't it? 

THE WITNESS: I have a copy of the Succeeding financial report in 
my possession. 

THE COURT: I think that ought to go in evidence. 

MR. STANLEY: Will you get that, please? 

THE COURT: The reason I am saying this is not that I want to cut 
you off from any objections you may have -- 

MR. MC CALLY: I think it should be in there, too. 

THE WITNESS: This is the full financial report for the fiscal year 
ended May 31, 1958. This is our retained copy. 

THE COURT: We will take good care of it and you will get it back. 
At least, he can substitute the original and get it back for you if you want 
it. 

Do you want to offer those in evidence? 

MR. STANLEY: Yes and I want to question him about them. 

THE COURT: Have you any objection, Mr. McCally? 

115 MR. MC CALLY: Do I understand he is not going to put the entire -- 

THE COURT: (interposing) Yes, he is going to put it all in evi- 
dence. 

MR. STANLEY: This is for a ten year period. 

THE COURT: Do you want to offer them in evidence now? 

MR, STANLEY: Yes, 

THE COURT: Do you want to question him? 

MR. MC CALLY: I don't see what basis other than the year in 
question -- 

THE COURT: (interposing) It shows whether Mr. Goolsby has 


advanced money or not. I think from the beginning they are important. 
I'd like to ask some questions before we admit them unless you want to -- 
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MR. MC CALLY: (interposing) You go ahead. 
BY THE COURT: 

Q. I want to know from what records you made these? A. From 
the records of the school. 

Q. Did you see any records of Mr. Goolsby? A. Personal 
records? 

Q. Yes, with respect to any donations he made to this school. 

A. Yes. In the original years there are contributions shown which 
came either from Mr. Goolsby or his family. 

Q. How about the indebtedness? Did he segregate those? 

116 A, We have, in addition to this financial report which is merely 
a summary report, Mr. Stanley has in his hand the original audit reports 
for each of the ten years and in those reports the indebtedness on the 
part of the school to Mr. Goolsby is clearly stated. 

Q. Now, did you distinguish between the indebtedness and the 
contributions that he made? A, Yes. 

Q. And show the indebtedness? A. The indebtedness is shown 
as a liability of the school. 

Q. And the contributions are not? A. The contributions are 
not shown as liabilities of the school. 

BY MR. MC CALLY: 

Q. How are they shown? A. Contributions went into income 
during the early years of the school's organization. Most of the con- 
tributions took place during the early years, '46 and '47. 

Q. Did your firm make the audit then? A. Our firm made the 
audit throughout the entire period. 

Q. Were you with the firm then? A. I was admitted as a partner 


in 1949. Iwas with the firm during the entire period. 


Q. Did you make the audit yourself then? A. No, this was 
117 made by a staff man. 
BY THE COURT: 
Q. Under your direction? A. Under either my direction or Mr. 
Regardie's, 
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MR. STANLEY: I don't have that. 

THE COURT: That really covered the time. This other one 
doesn't. The one ending fiscal year 1957 doesn't cover the period. It 
throws some light on it. I don't suppose the situation changed much be- 
tween May 31st and July 1st but it seems to me that the next thing would 
be just as important, wouldn't it? 

THE WITNESS: I have a copy of the succeeding financial report in 
my possession. 

THE COURT: I think that ought to go in evidence. 

MR, STANLEY: Will you get that, please? 

THE COURT: The reason I am saying this is not that I want to cut 
you off from any objections you may have -- 

MR. MC CALLY: I think it should be in there, too. 

THE WITNESS: This is the full financial report for the fiscal year 
ended May 31, 1958. This is our retained copy. 

THE COURT: We will take good care of it and you will get it back. 


At least, he can substitute the original and get it back for you if you want 
it. 


Do you want to offer those in evidence? 

MR. STANLEY: Yes and I want to question him about them. 

THE COURT: Have you any objection, Mr. McCally? 

115 MR. MC CALLY: Do I understand he is not going to put the entire -- 

THE COURT; (interposing) Yes, he is going to put it all in evi- 
dence. 

MR. STANLEY: This is for a ten year period. 

THE COURT: Do you want to offer them in evidence now? 

MR, STANLEY: Yes, 

THE COURT: Do you want to question him? 

MR. MC CALLY: I don't see what basis other than the year in 
question -- 

THE COURT: (interposing) It shows whether Mr. Goolsby has 
advanced money or not. I think from the beginning they are important. 
I'd like to ask some questions before we admit them unless you want to -- 
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MR. MC CALLY: (interposing) You go ahead. 
BY THE COURT: 

Q. I want to know from what records you made these? A. From 
the records of the school. 

Q. Did you see any records of Mr. Goolsby? A. Personal 
records? 

Q. Yes, with respect to any donations he made to this school. 

A. Yes. In the original years there are contributions shown which 
came either from Mr. Goolsby or his family. 

Q. How about the indebtedness? Did he segregate those? 

116 A. We have, in addition to this financial report which is merely 
a summary report, Mr. Stanley has in his hand the original audit reports 
for each of the ten years and in those reports the indebtedness on the 
part of the school to Mr. Goolsby is clearly stated. 

Q. Now, did you distinguish between the indebtedness and the 
contributions that he made? A. Yes. 

Q. And show the indebtedness? A. The indebtedness is shown 
as a liability of the school. 

Q. And the contributions are not? A. The contributions are 
not shown as liabilities of the school. 

BY MR. MC CALLY: 

Q. How are they shown? A, Contributions went into income 
during the early years of the school's organization. Most of the con- 
tributions took place during the early years, '46 and '47. 

Q. Did your firm make the audit then? A. Our firm made the 
audit throughout the entire period. 

Q. Were you with the firm then? A. I was admitted asa partner 
in 1949. Iwas with the firm during the entire period. 


Q. Did you make the audit yourself then? A. No, this was 


117 made by a staff man. 
BY THE COURT: 
Q. Under your direction? A. Under either my direction or Mr. 
Regardie's, 
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Q. Inthe ordinary course? A. Yes. 

THE COURT: Have you any objection to these accounts? 

MR. MC CALLY: I don't believe I do. 

THE COURT: Let's get them all in. 

MR, STANLEY: First I offer in evidence, your Honor, the finan- 
cial report. 

THE COURT: Let's get them all at one time. Read them off and 
we will give them to the stenographer. 

MR. STANLEY: But number them separately, 

THE COURT: Recite what they are. 

MR. STANLEY: First I offer in evidence the financial report of 
Petitioner for the ten fiscal years ended May 31, 1958, 

THE COURT: '56, you mean. 

MR. STANLEY: '56. I beg your pardon. I ask that this be 
marked, 

THE COURT: The stenographer will mark it. 

(Petitioner's Exhibit 16A was marked 
for identification and received in 
evidence. ) 

MR. STANLEY: The next one I offer in evidence is the financial 

report for the fiscal years ended May 31, '57. 

THE COURT: That will be received. Go to the next one, 

MR. STANLEY: I want to ask the witness a question about this 
one he produced, I have never seen it before. 

Mr. Brooks, you have just produced a typewritten copy of a report 
called the financial report for the fiscal year, June 1, 1957 to May 31, 


1958. Does that carry forward into another year in the same manner 
as these previous reports did for the previous years? 

THE WITNESS: Yes. 

MR. STANLEY: I offer this report in evidence, 

THE COURT: We will just keep them now. You have got some 
other years, the ten separate accounts? 

THE WITNESS: Yes, 
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MR. STANLEY: I was going to question him about that rather than 
offer them all. 

THE COURT: I think you can put them all in evidence. We will 
call them Exhibit 16 A, B, right on down, received in evidence. 

(Petitioner's Exhibits 16B through and 
including 160 were marked for iden- 
tification and received in evidence.) 

MR. STANLEY: Off the record, please. 

(Discussion off the record.) 
119 MR, STANLEY: Mr. Brooks, I show you a set of records and ask 
you to check through those and tell me what reports they are? 

THE COURT: He has already testified. 

MR, STANLEY: He hasn't testified -- 

THE COURT: (interposing) He said the reports were from the 
ten years which is the basis of the first exhibit that you introduced, isn't 
that right? 

THE WITNESS: That's correct. May I say, these are in more 
detailed form. 

THE COURT: [understand that. That's why I think they may be 
important. 

MR. STANLEY: These twelve reports are annual reports of the 
corporation beginning May 1, 1946 and going through May 31, 1957. 

MR. STANLEY: Mr. Brooks,by examining these statements which 
have been just received in evidence as Petitioner's Exhibit 16 and so 
forth, would you be able to determine whether it appeared from the 
records of the Petitioner that any profits or earnings have been distrib- 
uted? 

THE WITNESS: Yes. 

MR. MC CALLY: Objection, your Honor. I think the records 
speak for themselves. I don't think we need the testimony of the account- 


ant whether he thinks they made a profit. 
THE COURT: He didn't say that. He wanted to know whether 
120 they were so constructed. Were these accounts so constructed 


to show any profits were made or not? 
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MR. MC CALLY: I misunderstood the question. 

MR. STANLEY: Whether any profits or earnings: were distributed. 

THE COURT: Whether these accounts were so constructed to show 
whether or not any profits had been distributed and the witness said they 
were, 

THE WITNESS: Yes, they are so constructed. 

MR. STANLEY: Would you indicate on these reports what shows 
whether or not profits have been distributed? 

THE COURT: That speaks for itself. He said these would show 
if they were distributed. That speaks for itself. Iam going to examine 
them, don't you worry about that. 

MR. STANLEY: Now, do these reports that have been offered in 
evidence as Petitioner's Exhibit 16 show loans made by Mr. Goolsby? 

THE COURT: He said indebtedness was shown there. That is 
loans made and I suppose salaries due and also it shows contributions 
made by Mrs. Goolsby and Mr. Goolsby and Mr. Goolsby's mother. 

THE WITNESS: I may say, your Honor, in that record contribu- 


tions are not designated, are not shown whom they came from. They 


are contributions. They are not shown within the reports by name 
whom they came from. 

121 THE COURT: They are not? It came from the three of them be- 
cause Mr. Goolsby said no one made contributions but them, I don't 
know what contributions were made by the mother but you may develop 
that from Mr, Goolsby later on. 

MR. STANLEY: Do these reports show the cost of the various 
buildings that are involved in this suit? 

THE WITNESS: Yes, the more detailed reports show in great 
detail the cost of each individual building. 

MR. STANLEY: Do they show the eetelccdtiess on the building at 
the time it was purchased? 

THE WITNESS: No, they merely show the indebtedness at the 
year end, at the date of audit. 

THE COURT: Now, does that also show on the later years, the 
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indebtedness and equity of any buildings or indebtedness due on the- 
building? 

THE WITNESS: In each year the indebtedness is shown. 

THE COURT: 1957 and '58? 

THE WITNESS: Yes, the indebtedness is shown. 

MR. STANLEY: May I confer with my client here? 

THE COURT: Yes. 

(Mr. Stanley consulted with Mr. Goolsby.) 

MR. STANLEY: I think that's all I have to ask this witness. 

THE COURT: Does this show the net worth of the Petitioner at 
the end of the year? . 

THE WITNESS: Yes, it's in the account called General Fund 

122 Principal. 
CROSS EXAMINATION 
BY MR. MC CALLY: 

Q. Does your partnership make a charge to The Service Schools 
Foundation? A. Yes, we bill them an annual fee. 

Q. Is it in the same amount you would normally charge any other 
clients? A. Mr. Regardie makes the charges so I can't speak for the 
charges. We try to get a reasonable fee. 

Q. And he is a member of the Foundation? A. Not to my know- 
ledge. ; 

Q. Does your record show for the fiscal year '58 how much ad- 
vance Mr. Goolsby received? A. How much? 

Q. Advances he received on salary. A. How much advances 
he received on his salary? Our record shows how much salary he got 
and how much was owing to him by way of undrawn salary. The report 
itself doesn't show in detail how much he drew against salary, no. 

Q. It would not show any advance he got then, is that correct? 

A. It could be determined by analysis but the report itself does not say, 


does not spell out, he drew so much during the year as advance against 


his salary. 
123 Q. How about his wife, would that show the same thing? A. Yes. 


88 
I may amplify this -- there are salary accounts shown as expenses. 
These are the salaries which were charged against the particular years. 
These are the salaries for the year. In many years they did not draw 
salaries. 

Q. Iam just talking about fiscal '58. 

THE COURT: Let me say this, it has been testified that Mr. 
Goolsby went off six months to Europe and drew his salary in advance. 
Would your books reflect that if the six months were in one year? 

THE WITNESS: Isee. The report will show the total salary 
which was earned for the year. 

THE COURT: By Mr. Goolsby? 

THE WITNESS: By Mr. Goolsby and Mrs. Goolsby. These will 
appear in the salary accounts. Any advance drawings which were paid 
against the following fiscal year will appear in an account which is en= 
titled Indebtedness of Officers. 

THE COURT: There you are. 

THE WITNESS: I just want to add one item to that, if you don't 
mind. This Indebtedness of Officers as of May 31, 1958 actually con- 


sists of two separate items. One item is the item that the attorney for 
the District just mentioned, the advance salary. The other item which 


is included in the same account, is a small balance due on the purchase 
of the property at 1854 Biltmore Street. 
124 BY MR. MC CALLY: 

Q. Is each officer listed individually to show what each officer 
owes the company or is it one lump sum for all the officers? A. One 
lump sum for all officers although as of May 31, 1958 there was only 
one account due, from Mr. Goolsby. 

Q. And nobody else owed anything? A. No other officer owed 
anything to the company at that point. I may also add this, that the 
company owed Mr. Goolsby a whole lot more so while we are nominally 
carrying this as a receivable, it's actually an offset against the liability. 
So, in a sense it's not indebtedness from Mr. Goolsby. 

Q. Are you talking about all this so-called contributions or lending 
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he did? A. Yes, the liability after May 31, 1958 shows a much larger 
amount due to Mr. Goolsby and in the report you will find an asset of 
some $4124 due from him but a liability in a much larger amount. 

Q. There is also testimony that Mrs. Goolsby went to Europe, ac- 
companied her husband that year, and she was advanced a certain amount 
of her salary. Yet you say that does not show in the records? <A. You 
are probably right. I should like to have the opportunity of checking my 
trial balance in that regard. It didn't occur there would be a small 
amount due from her also. May I check my papers? 

125 THE COURT: Yes. 
(The witness examined some documents.) 

THE WITNESS: You are right there. Included in this amount is 
$531.06 due from Mrs. Goolsby for the reason that you mentioned. 

Q. Do you see any of the checks that are made out to The Service 
Schools Foundation in payment of tuition or do you see the result in the 
records? A. Normally, the staff man that makes the actual examina- 
tion would see the deposit slips and also the entries on the books for the 
receipts. He would normally not see the checks drawn to the Foundation 
for the reason they are gone by the time he gets in to make his examina- 
tion, they have already cleared. 

Q. Have you yourself ever seen any of them? A, No. 

THE COURT: These accounts in the bank are carried in the name 
of what? 

THE WITNESS: Service Schools Foundation. 

THE COURT: How about the Riggs Bank, just the last year? 

THE WITNESS: I am going to check my records. I have here a 
confirmation we sent to Riggs Bank and they reported the balance. It 


was entitled Service Schools Foundation T/A Columbian Preparatory 
School. 
126 THE COURT: All right. 
MR. MC CALLY: I don't believe I have anymore questions of the 
accountant but I do have a question of Mrs. Goolsby. 
THE COURT: Thank you very much. You are excused. 
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(Witness excused.) 


THE COURT: You want to ask Mrs. Goolsby one more question? 
Don't you want to ask Mr. Goolsby for an explanation of why there was 
no contract drawn)up to carry out the wishes of the Board of Directors? 
Of course it wasn't a contract but the Board of Directors said they'd like 
to have this. Mr. Goolsby didn't give it to them until January but you 
want him to explain why. I don't know what value it is. 

Thereupon, 

ROBERT E. M. GOOLSBY 
was recalled as a witness by the Petitioner, and, being reminded he was 
still under oath, resumed the stand and testified further as follows: 
FURTHER REDIRECT EXAMINATION 
BY MR. STANLEY: 

Q. Mr. Goolsby, it appears from the minutes of June 17, 1957 
that you were to sell or transfer the name and goodwill under the Puhl 
contract to the school. A. Yes. 

Q. The contract assigning that name and goodwill which is Peti- 
tioner's Exhibit 11 shows that it was not executed until the 14th of Janu- 

127 ary 1958. Will you please state to the Court why there was the 
delay in carrying out the resolution of the Board of Directors. 

THE COURT: Not only carrying out the resolution of the Board 
of Directors but carrying out his wishes to transfer it, too? 

Q. Why the contract was not entered into before January? 


A. Well, as I remember the Situation, I wanted you to draw up the 


contract. It meant a trip down to your office and I kept on delaying that. 
I though there was no particular rush since it had to be okayed by the 
trustees at the next meeting. 

THE COURT: You had made an offer and they accepted it? 

THE WITNESS: But the terms, was I going to get the cash or not, 
that hadn't been decided. In other words, such things as that. 

THE COURT: All right. 

THE WITNESS: In other words, I gave an offer of $13, 500 but was 
it part cash or -- 
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THE COURT: (interposing) In other words, it hadn't come to the 
conclusion, what the terms were going to be? 

THE WITNESS: It hadn't been signed, no. I was bound to sell it, 
though, as I understood. 

THE COURT: That is a legal conclusion. 

THE WITNESS: Moral obligation. 

MR. STANLEY: That's all. 

(Witness excused.) 

THE COURT: (to Mr. Stanley) He blamed you for that. 

THE WITNESS: No, I didn't. 

THE COURT: I am going to blame you for it anyhow. Knowing 
lawyers as well as I do and you, particularly. 

(Discussion off the record.) 

THE COURT: You don't contend the transfer was made until that 
was signed? 

MR. STANLEY: The transfer was made in June. 

THE COURT: The witness has just testified that one of the reasons 


why the agreement wasn't signed is because the terms weren't decided. 


How could there be any transfer? How could there be any transfer with- 
out that and there couldn't be a transfer until they signed the agreement 
and the money was paidin. Not only that, he said there had to be 
another meeting of the Board and it was in December. After December 
the agreement was drawn up. That's what he said. That's true be- 
cause the minutes bear him out. 

Mrs. Goolsby. Can't she testify from where she is? 

Thereupon, 

RUTH CHRYST GOOLSBY 
was recalled as a witness by the Respondent and being reminded she 
was still under oath, testified further as follows: 
DIRECT EXAMINATION 
129 BY MR. MC CALLY: 

Q. Mrs. Goolsby, do you recall when the name Columbian 

Preparatory School, was bought? A. When the name was bought? 
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Q. By Mr. Goolsby, back in 1946? A. It would have been in 
1946, yes. 

Q. Was part of the money that was used to buy the name your 
money? A. I doubt it. Possibly a few dollars, but I doubt it. 

Q. Do you recall when Mr. Goolsby sold the name back to The 
Service Schools Foundation? 

THE COURT: He didn't sell it back to them. He sold it to them. 

BY MR. MC CALLY: 

Q. Do you recall whether or not the check you got in payment for 
that was made out to you and him or just to him? You had charge of 
disbursements and that type of thing in your job as secretary? A. I 
would have written any such check. 

Q. Do you recall how the check was made out? A. I would have 
to look it up but I feel confident if one was written it was not joint check. 

MR. MC CALLY: I would like to know that, your Honor. Could 
you check that? 

THE WITNESS: Yes. 

130 MR. MC CALLY: That's the only question. 

THE COURT: How are you going to get that information? [If you 
wanted that information for your case you should have subpoenaed it. 

MR. MC CALLY: To be perfectly honest, it wasn't until I got 
down here that I thought about it. 

THE COURT: Mr. Stanley, will:you get the information? 

MR. STANLEY: I'd be glad to do it. 

THE COURT: Have you any further witnesses? 

MR. MC CALLY AND MR. STANLEY: No. 

THE: COURT: Do you want-to ‘write a memorandum? 


MR. STANLEY: I'd like to write a memorandum and I want to ask 
your indulgence in time. 
THE COURT: How much time? 


MR. STANLEY: I'd like to December 15th. I'ma one may 
shay and I am loaded up with work. 


THE COURT: December 15th is a long time off. 
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MR. STANLEY: I know, your Honor, it is, but -- 

THE COURT: All right, December 15th. I want to give you all 
the time. I think that's a little long, nevertheless. How much time do 
you want? 

MR. MC CALLY: Thirty days. 

THE COURT: January? 

MR. MC CALLY: Your Honor, I have four briefs I am in the 
process of writing right now. I just don't see how I can get another one 

131 out in that time. 

THE COURT: All right. Let's see the dates so I won't have 
these briefs coming in on Sunday. Does anybody have a calendar? 

MR. MC CALLY: December 15th, your Honor, is on a Monday. 

THE COURT: That will be your date? 

MR. STANLEY: December 15th. 

THE COURT: You want thirty days. That will be January 14th. 
That will be a Wednesday. Make it the 15th. 

MR, STANLEY: May I have permission to withdraw these various 
statements of account for photostating purposes? I will return the 
originals to the Court. I have no extra copies of them for my own file. 

THE COURT: What are you going to do, photostat them? 

MR, STANLEY: Photostat them. 

THE COURT: All those accounts and everything? 

MR. STANLEY: I have nothing to refer to. 

THE COURT: These are the accountant's own copies and I think 
we ought to take care of that particularly, so if you will supply the 
original that went to the school -- because the school got a copy of that -- 
then I think that would serve the purpose. 

Thank you, gentlemen. I appreciate the way this was tried. You 
all did very well. Thank you. 


(Thereupon, at 3:42 p.m., the Court was adjourned.) 
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TAX COURT FOR THE DISTRICT OF COLUMBIA 


THE SERVICE SCHOOLS FOUNDATION,: 


Petitioner, 
Docket No. 


vs. 


DISTRICT OF COLUMBIA, 
Respondent. 


Washington, D. C. 
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Pursuant to notice, the above-entitled matter came on for hearing 
at 10:00 a.m. 
BEFORE: 
The Honorable Jo V. Morgan, Judge 
APPEARANCES: 
On behalf of the Petitioner: 


Dean Hill Stanley, Esq. 

910 Shoreham Building 

Washington 5, D. C. 
On behalf of the Respondent: 


Robert E. McCally, 
Assistant Corporation Counsel, 
District of Columbia. 


134 PROCEEDINGS 
THE COURT: Gentlemen, I have asked you down here because 
Some things I don't quite understand. The first thing I notice is that the 
exhibits here of these contracts, auditor's reports, some are duplicates, 
and I don't know whether they are the same or different. 
MR. STANLEY: There is one duplication I found. If there are: 
duplicates, it wasn't intended to be such, and that is my fault. 


THE COURT: There are three reports for one year. 
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MR. STANLEY: I didn't have that, your Honor. 

THE COURT: This is a ten-year period. There are three reports 
for one year. Here is one report for the fiscal year ending May 31, 1957. 
Here is another one, Petitioner's Exhibit 16-N, for that period. 

MR. STANLEY: That is right. There are three. 

THE COURT: And here is another one. 

MR. STANLEY: They should not be there, your Honor. I take the 
entire blame for that. Let me explain, please. 

You remember when we had the hearing I started out and had in- 
tended to prove only the year in question and the year behind it as far as 
the accounts were concerned, Then as the case developed it seemed 
expedient to put in all the years from the beginning. I had a lot of them 
in my hand, and the only thing is that I got them mixed up and put in three. 

135 THE COURT: I am not drawing any inference. 

MR. STANLEY: They are all alike. 

THE COURT: I was afraid that there were some differences. I 
compared them. That one I handed you -- 

MR. STANLEY: May I suggest something? : 

THE COURT: Here is the stenographic record with exhibit numbers, 
and under the rules of the Court of Appeals in this case, if this case 


should go to the Court of Appeals, we have to send now the entire record. 


If we should remove some of these exhibits, somebody might say, "Where 
are Petitioner's Exhibits 16-N or 16-O," or whatever the number is. 

I like to keep the record straight; and I think they would like us to keep it ° 
straight. 

MR. STANLEY: May I suggest this to your Honor, if it is in order, 
and I see no reason why we shouldn't unless there is some objection from 
my adversary: 16-N and 16-0 are both reports for the fiscal year end- 
ing May 31, 1957, as is also 16-B. I suggest that, and I will make a 
motion to that effect, that we be permitted to withdraw 16-N and 16-O 
because it is a duplication. 

THE COURT: I would like to have you amend that motion to keep 
16-N and 16-O in, because 16-B is very much more abreviated and 
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hasn't quite the information in it that these have. These are a little 
more complete. 
136 MR. STANLEY: May I see 16-B? 

(Document was handed to counsel.) 

THE COURT: That one is rather abreviated. . 

MR. STANLEY: This is 16-B that I had just now. You prefer 
one of these, 16-N or 16-0. 

THE COURT: I didn't know how important they are. [If you put 
them in, you must think they are important. Let's get it as complete 
as possible. 

MR. STANLEY: Let me look at these a moment, if your Honor 
please. 

(Discussion off the record.) 

MR. STANLEY: Now I can tell you exactly what the situation is. 
Exhibits 16-N and 16-O are identical and are the copies of the report for 
the fiscal year May 31, 1957, in full. 

16-B, which I didn't realize at the time I offered it, is a summary 
of one of these reports, either 16-N or 16-O, because they are identical. 

If you will permit me, I will withdraw my other motion and I will 
move that 16-B be withdrawn, and that 16-O be withdrawn, for reasons 
which I have just stated, which will leave 16-N, which is a complete 
report for the fiscal year 1957. 

THE COURT: Do you have any objection to that motion? 

MR. MC CALLY: No, your Honor. _ | 

137 THE COURT: Suppose you physically take them and leave me with 
the one we will retain, 16-N. 

MR. STANLEY: Iam terribly sorry, your Honor. 

THE COURT: So much for that. 

(Petitioner's Exhibits 16-B and 16-0, previous- 
ly received in evidence, were withdrawn.) 

THE COURT: In your brief you referred to contributions of 
$11, 000 madé by some one, as appears from Exhibit A of A. I can't 
find Exhibit A of A in this record. I would like to have you find it. 

IT am not saying that isn't true. 
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MR. STANLEY: That is for the year ending May 31, 1956. 

THE COURT: I am reading from paragraph 71, or proposed find- 
ing 71 of your brief on Page 10-A, the last paragraph: 

“Between the organization of the Petitioner and the present time 
Mr. Goolsby or members of his family, or both, contributed as a gift 
to Petitioner a total of $16,603.67 (Exhibit A of A in evidence, items 
entitled ‘Trust Fund Principal,' third line from the bottom of the exhibit, 
and Exhibit B of A in evidence entitled ‘Contributions received')." 

(Discussion off the record.) 

MR, STANLEY: [If your Honor will look at Exhibit A -- 

THE COURT: We have no Exhibit A. 

MR. STANLEY: Excuse me. On Page 10, instead of saying 16-A, 
16-B, and so forth right along, I put a note in there that "the following 

138 statements are deduced from Exhibits 16-A through 16-O to which 
reference will be made by letter."" So everything that I have by letter 
there in these accounts have understood before them the figure "16." 

THE COURT: Where is that statement? _ 

MR. STANLEY: In the middle of Page 10 of the brief. I was try- 
ing to avoid repeating the ''16"' every time in the discussion of these ac- 
counts. 

THE COURT: I See what you mean. 

MR. STANLEY: Every one of those, when we are discussing ac- 
counts, we assume that there is a "16" before the letter. Perhaps that 
was a mistake for me to do that, and apparently it proved more confusing 
than helpful. 

THE COURT: 16-A is the ten-year report, isn't it? 

MR. STANLEY: 16-A is the report for the fiscal year -- 

THE COURT: No, for ten years. For the ten fiscal years ending 
May 31, 1956. 

MR. STANLEY: That is right. 

THE COURT: Now then -- 

MR. STANLEY: Exhibit A to that is one of the sheets that opens 
out, the first sheet that opens out. 
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THE COURT: Where? 

MR. STANLEY: Look at "Trust Fund Principal," next to the last 
item. I did omit something, I have to make a confession. I should have 
referred also to -- 

139 THE COURT: How can you draw any such conclusion that that 
shows any $16,000 contributed by the members of the family? In the 
first place there is $5,000 establishment of fund. I assume it was a 
contribution. It started out in the beginning of the company or the Peti- 
tioner and the other part, the general funds, are made up of excess of 
revenue over expenses. The profit is added each year until the general 
fund went up from $5,000 in 1947 up to $38,000 in 1952. There weren't 
any contributions on it. I don't understand how on Exhibit A there is 
anything from which you can draw a conclusion that $16,000 was donated. 

MR. STANLEY: What I meant is that that is where the item is. 

THE COURT: Where is the item? I haven't much intelligence, 
but I can read figures. 

MR. STANLEY: The item I referred to first is the trust fund 
principal, $11, 245.05 on Exhibit B, on the next page, which I should 
have put in, too, the second item, "Contributions received, $5, 358.62," 

THE COURT: Wait a moment. The contributions received -- in 
the first place the general fund principal is not any fund contribution, and 
there is a contribution of $5, 358.62 which is the only contribution received 
as far as the records disclose from these books from the time they started 
until the present time. There is not any contributions for the years 1948, 

140 , 1949, 1950, 1951, 1952, 1953, 1954, 1955, and 1956. And the 


$5,000 which started out from the beginning might have been a contribu- 


tion. I think there is a recitation in the by-laws or recitation that the 
three directors, original directors, had contributed $5,000. For that 
reason they were going to give them I don't know how many votes -- 
80,000 votes, I believe. 

MR, STANLEY: May I suggest this: I think it would be material 
if I could put the accountant on and have him tell where he got these 
particular figures. 
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THE COURT: I know where. It is perfectly clear that the $5, 000 
came from the beginning, and there is a recitation in the records that 


the three directors, the three first directors or organizers of the corpo- 
ration, contributed $5,000. That is where that $5,000 came from, That 
is the Gollsby Fund. 

Now then, somebody contributed $5,000 more in 1947, which made 


$11, 358.62. I have gone over these records with a fine-tooth comb and 
I can't find a single other contribution. I find an account receivable 
here somewhere that the mother was going to give, $5,000, but I don't 
find where they ever collected. I couldn't understand why it is an ac- 
count receivable or considered to be an asset, when it was a contribu- 
tion. Inever did understand it. That is why I want the accountant to 
explain. 

141 MR. STANLEY: Will you permit me to put the accountant on the 
stand? 

THE COURT: Yes. 

MR, STANLEY: This is a technical thing. I don't pretend to be 
a Certified Public Accountant. 

THE COURT: I don't, either. 

MR. STANLEY: But I am convinced that this is in here somewhere. 
Whether it shows on this audit or not in specific terms may be something 
else, 

THE COURT: While you have him on the stand: Also, I have been 
unable to find where Mrs. Frances Goolsby, the mother of the principal 
of the school, or headmaster, or whatever you want to call him, con- 
tributed -- not contributed but loaned $18,400. Ican'tfindit. There 
is no record of it here. Like you, I am not a Certified Public Accountant, 
but I would like to find it. 

142 Thereupon, 
DAVID BROOKS 
was called as a witness on behalf of the Petitioner, and, having been 
first duly sworn, assumed the witness stand, and, upon examination, 
testified as follows: 
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DIRECT EXAMINATION 
BY MR. STANLEY: 
Q. Mr.Brooks, will you refer, please, to Petitioner's Exhibit 
16-A which is the financial report for the ten fiscal years ended May 31, 
1956, and state to the Court where if anywhere in that report there are 
Shown items which represent contributions by the Goolsby family. 
A. First on Exhibit -B of this exhibit, under "Contributions Received," 
near the head of the exhibit, under the year 1947 » an amount of $5, 358.62. 
Second,on Exhibit -A of this report, trust fund principal in 
amount of $11, 245.05. 
THE COURT: Where is that? That is for 1956. 
THE WITNESS: This is a balance sheet that we are looking at, 
and presents the status of the accounts at the end of each of ten years. 


This $11, 245.05 is an accumulative amount which was built up first by a 
$5,900 contribution in 1947, and then by additional contributions for the 
year ended May 31, 1954, raising the figure to $11, 245.05. 


In other words, $5,000 was received in 1947, $6, 245.05 in 1954. 
143. . The cumulative total is $11, 245.05 in the trust fund principal ac- 
count. These are all contributions from the Goolsby family. 

THE COURT: Let me ask you where do you find any increase? 

THE WITNESS: From 1953 to 1954, 

THE COURT: Where do you find, for the period ending May 31, 
1954? 

THE WITNESS: If you will examine at the end of 1953, there was 
$5,000 -- 

THE COURT: I understand that. But wouldn't the account for 1954 
show some receipt of this money? 

THE WITNESS: It is evidenced by the balance at the end of the 
year. This is a trust fund principal account and it is not the general 
fund principal. In other words, this is a restricted fund. We mayor 
may not have shown the increase per se in the account. 

THE COURT: Wouldn't the books show some record where the 
money came from? 
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THE WITNESS:: Yes, sir, the books will show. 

THE COURT: Why didn't you put it in here? Why shouldn't your 
account for May 31, 1954 show -- 

THE WITNESS: Let me examine that year. 

THE COURT: I notice the increase there. I think there is a 
$5,000 account receivable here somewhere. 

144 THE WITNESS: It does show, sir, in the account for the year 
May 31, 1954, under Exhibit -B. There is a transfer from general fund 
principal of $6, 245.05. 

THE COURT: That's right. But it didn't come from the Goolsby's. 

THE WITNESS: Yes, it does. 

THE COURT: How could it when it comes from the general fund? 

THE WITNESS: This represents a forgiveness of a salary of 
Robert Goolsby and Ruth Goolsby. 

THE COURT: I will come to that. 

THE WITNESS: That is what the $6, 245.05 is. 

THE COURT: What do you mean by that? 

THE WITNESS: The school had owed them $6, 245.05 for salary, 


and Goolsby's forgave it. In effect it is just as if the school had paid 


them a salary and they paid it back to the school. 

THE COURT: That explains the fund. What evidence do you have 
in here showing contributions made by Mrs. Frances Goolsby? $18, 400? 

THE WITNESS: Those are loans, not contributions. 

THE COURT: Is there any record of it? 

THE WITNESS: Yes. 

THE COURT: Where is it? I couldn't find it. 

THE WITNESS: I may say in summary that the $18, 400 in loans 

145 were Substantially received during the early part of the school's 

history during the 40's. It was disclosed on the balance sheets as 
"other liabilities." 

THE COURT: Let's start with 1947. Would it show in the ten 
years? It wouldn't. 

THE WITNESS: We didn't describe it separately. We weren't 
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requested to bring it out at the time. It is included in one of the liabilities. 

THE COURT: What item is that? 

THE WITNESS: In 1947 there is an item "loans payable of officers 
without interest to date of maturity, $7500." That is the beginning of 
this account. In the liability section. 

THE COURT: $7500? 

THE WITNESS: That is the beginning of the account. That 
represents the first advance. In 1948 the account had gone up to $8500. 

In 1949 in the liabilities there appears a liability of $19,885. That 
includes the entire $18, 400 at this time, plus an additional liability of 
$1, 485 to Robert Goolsby personally. 

THE COURT: Shouldn't the receipt of that money be shown some- 
where? 

THE WITNESS: No, sir. 

THE COURT: You just don't set up a liability. 

146 THE WITNESS: It came in by cash. 

These audit reports do not reflect every individual transaction. 

These are summary audit reports Showing first the balance at the end of 


the year, and with respect to any revenue items a summary of the items 


of revenue and expenditure. This was not a revenue item. This isa 
loan. Therefore in customary accounting you do not reflect as a receipt 
the incoming of this money. It is reflected in the books of account, how- 
ever, 

It would not be customary in an audit report to reflect the date of 
receipt of any loan. 

THE COURT: All right, go ahead. 

What is the next year? 

THE WITNESS: In 1950 the amount is unchanged. 

THE COURT: What page is that? 

THE WITNESS: It is in the liability section which would be page 2 
of Exhibit -A. 

In 1950 also. 

THE COURT: 1951, isn't it? 
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THE WITNESS: In 1950 the amount is unchanged. In 1951 the 
amount is also unchanged. 

If you will notice in 1952, that same amount of -- 

THE COURT: Wait a minute. Let me get 1951. 

Go ahead. 

THE WITNESS: For 1952, you will notice that the same amount 

of $19, 885 has been broken up into two parts. 

That is on Exhibit -A, sheet 2. You will notice that there is 
an analysis presented in this year of that same amount of $19, 885. It 
is analyzed as being due $18, 400 to Frances M. Goolsby and $1, 485 to 
Robert Goolsby. 

THE COURT: Allright. Where is 1953? 

THE WITNESS: 1953 is exactly as 1952 with respect to that loan. 

THE COURT: All right. 

THE WITNESS: 1954 is the same. 

THE COURT: How about 1955? 

THE WITNESS: 1955 also shows the $18,400 loan. The loan to 
Robert Goolsby, however, has changed. 

THE COURT: What sheet is that? 

THE WITNESS: This is also Exhibit -A, but this is on sheet 3. 
This merely breaks down the other liabilities. 

THE COURT: That would indicate that Robert Goolsby had been 
paid on account of his loan? 

THE WITNESS: Yes. 

THE COURT: Who is Admiral McMillan? 

THE WITNESS: He is one of the faculty members. Admiral 
McMillan, I believe, is that correct? He is a faculty member. 

Between 1955 and 1956 Mrs. Gooolsby died and the loan -- 

THE COURT: What date? 

THE WITNESS: This appears as Schedule A-2 in 1956. 

148 Mrs. Goolsby had died in this year and the loan is now described 

as “loan payable estate of FrancesM. Goolsby, $18, 400." 

THE COURT: Coming over to the salary, where you said they 
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transfered $6000 -- surrendered $6000 -- I don't find any surrender 
here on this account, A-2, for 1954, '55, or 56. I don't find any 
surrender. At the end of May 31st they owed both of them together 
$5,837.36. And salaries were increasing every year. For instance, 
the secretary's salary seems to be paid during 1955, and instructors' 
salaries increased considerably; and for 1956 she received -- her 
Salary went up. 

THE WITNESS: Let me point out that at the end of 1953 the school 
owed to Robert and Ruth Gooolsby unpaid salaries of $9,197.15. 

THE COURT: At the end of 1953? 

THE WITNESS: At the end of 1953. You will see this in Exhibit 
-~A, Sheet 2, for the year ended May 1953. 

THE COURT: Where is that? 

THE WITNESS: Under "other liabilities,"" Exhibit A, Sheet 2, 1953. 

At the end of 1954, the school only owed $5000 to the Goolsby's. 
Now you see, had this salary of $6000 not been forgiven, the school 
would have owed $11,000 instead of $9000. 

149 In other words at the end of 1953 the school owed $9000. Had the 
salary not been forgiven in the amount of $6000, the amount would have 
been $11,000 at the end of 1954. So there would have been an increase 
of $2000. 

THE COURT: You mean that is what this shows? 

THE WITNESS: Yes. 

THE COURT; There is nothing in here though to indicate that. 
When Mrs. Goolsby's salary went up-- for instance, from 1954 to '55 
Mrs. Goolsby's salary went up from $1800 to $2400 and the general 
salaries went up $25,000. Then next year her salary went up to $3000, 
and the salaries of the instructors -- I assume Mr. Goolsby was one of 
them -- went up to $26,000. 

THE WITNESS: With an increase of the school operation they took 


on more people and paid more to the faculty members. I would Say 


very little of this increase -- 
THE COURT: It doesn't show here. You just draw that inference 
from these accounts. 
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THE WITNESS: There are many other faculty members besides 
the Goolsby's, and most of the increase in the salary accounts would 


relate to persons other than the Goolsby's. 

THE COURT: I can understand that. I don't know whether assum- 
ing that the increase meant that, or that the Gooolsby's didn't get that 
salary, or if you know it of your own knowledge. 

150 THE WITNESS: I know it of my own knowledge that the Goolsby's 
salaries did not increase very largely, at least that the salary accounts 
in total increased largely because of other faculty people. 

THE COURT: All right. Go ahead. 

THE WITNESS: I think we are in 1956. 

THE COURT: Where do you find the obligations there? 

THE WITNESS: This is on Schedule A-2, and there the loan pay- 
able is also described as "estate of Frances M. Goolsby, $18, 400." 

THE COURT: All right, go ahead. That is for 1957. 

And do you have 1958 with you? 

THE WITNESS: I may have. 

In 1958 the item appears under Schedule A-3. This is now 
described as "due to Robert E. M. Goolsby" because he was the heir of 
Mrs. Goolsby. 

THE COURT: I know that. 

THE WITNESS: There was a payment of approximately $4000 dur- 
ing this year, bringing the balance down to $14, 404.90. 

THE COURT: Wasn't the property transferred to him in 1958? 

THE WITNESS: Yes. This reduction is part of the consideration. 

151 THE COURT: I thought the whole consideration; that the obliga- 
tion was supposed to be cancelled by the transfer of property. 

MR. STANLEY: That's right, the papers so show, your Honor. 
The agreement to sell. The deed wouldn't show but the -- 

THE COURT: You are still carrying $14, 404.90 in favor of 
Robert Goolsby. It seems to me that would be wiped out. 

MR. STANLEY: Of course it would have to be. 

THE COURT: When was the property transferred, do you remember? 
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MR. STANLEY: January 1958. The deed is dated that. 

THE COURT: You have taken it probably out of the list of -- 

THE WITNESS: The consideration was the assumption of a mort- 
gage on the property of $14,741.95; a payment of another net due to Mr. 
Goolsby of $5000; a reduction of this note in the amount of $3, 658.05; 
and Goolsby passing a note to the school in the amount of $1600 for the 
difference. 

THE COURT: As I understand the resolution here it is supposed 
to -- 

MR, STANLEY: That is Exhibit 13, your Honor, the agreement 
to sell that property. There is no question but what the $18, 400 is a 
part of the consideration. 

152 THE COURT: But it is still existing. 

THE WITNESS: It would have to exist because there was a mort- 
gage against the property of almost $15,000. So the remainder of the 
consideration could only have been approximately $10,000. You can't 
wipe out a $18, 400 note with only a $10,000 difference. 

THE COURT: All right. Where is the $10,000 note? That is 
a part of the sale of the trade-mark, the name? 

THE WITNESS: Yes, sir. 

THE COURT: So it will wind up by owing Mr. Goolsby $24, 000, 
and they get the school name, and also they surrender 1854 Biltmore 
Street. 

THE WITNESS: Yes, and also a note from Mr. Goolsby to the 
school in the amount of $1600, which he has to pay. 

THE COURT: Isn't that on the automobile? 

THE WITNESS: No. 

THE COURT: I thought that was it. 

THE WITNESS: No, sir, $1600 is the balance on the transfer of 
the real estate. 

THE COURT: All right. 

That clears up a lot. 

MR. STANLEY: May I point out, your Honor, that since we had 
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our hearing, you undoubtedly know we had a Stipulation here, 

THE COURT: Yes, I understand. 

153 MR. STANLEY: With the minutes showing the execution of the 
note for $18, 400 and the reason for it. 

Mr. Goolsby is in the hospital and I couldn't get him here, I 
didn't know he was in the hospital until I talked to you. 

THE COURT: I don't think it is necessary to have him here. <A 
lot of those things are now clear in my mind by this testimony and I am 
grateful for it. 

MR. STANLEY: I am very sorry it wasn't cleared up at the begin- 
ning, your Honor, but I got -- please believe me, I imply absolutely no 
criticism of anybody -- I got the impression that you did not wish us to 
go into these accounts in the testimony. 

THE COURT: You went into them. 

MR.STANLEY: I went into them as far as you would let me. 

THE COURT: I don't know how agreeable they are on either side. 
I don't know what inference will be drawn from them. But I think it 
ought to be clear what is meant. 

Do you have any questions? 

MR. MC CALLY: Yes, sir, I do. 

CROSS -EXAMINATION 
BY MR, MC CALLY: 

Q. Mr. Brooks, back in 1946 when these first considerations were 

made, how were they carried in the original books of account? A. Can 
154 you refer to a specific contribution? 

Q. The $5000 one to start with. A. The $5000 contribution was 
shown as contribution for 1947. 

Q. Asacontribution? A. Yes. 

Q. Do you have that in the original account book, that actual con- 


tribution? How is it carried? You have an original ledger of some 


kind, don't you? A. I don't have it withme. The original contribu- 
tion is evidenced by ourgeneral fund principal account which shows a 
contribution. 
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Q. And later on either that year or the next year there was another 


contribution made of approximately $3800 or something of that nature, 
wasn't there? A. In the 1948 report there are additional contributions 
which are shown but were later described and transferred to a loan ac- 
count, 
In other words, in the original 1948 report there was an error in 
showing the contribution -- in showing certain receipts as contributions. 
‘We were evidently under an error in showing it as such in the original 
report, It was reclassified as loans. 
Q. Who kept the original report? You didn't keep it, did you? 
155 A. Who kept it? 

Q. Yes. A. We kept the original report. 

THE COURT: He means who kept the original entry. 
156 BY MR, MC CALLY: 

Q. Who made the original entry? A. Iam sorry, I couldn't 
testify to that. That is back in 1948. 

Q. You are testifying that whoever kept that later told you that this 
is no longer a contribution, it is now a loan, isn't that correct? A. We 
were later told -- I can't say who told us, but we were later told that 
certain contributions which had been set -- certain items which had been 
set up as contributions should have been set up as loans, and we corrected 
the records to so reflect. 

Q. Was that just on somebody's say-so, do you recall? A, I 
wouldn't know. As a matter of fact, at that time I was not personally 
involved with the school and I can only surmize from the auditor reports 
as shown. 

Q. But it was originally carried as a contribution? A. There 
were certain amounts. I think the amount is from $4,000 to $5, 000, 
which originally was carried as a contribution and was later transferred 
to a loan account. 

Q. So it no longer became a gift, it suddenly became a loan? 

A. Let us say that the description on the records was changed from a 
contribution to a loan. 
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Q. This note for $18,400, was the total indebtedness of the school 

to Mr. Goolsby at the time that note was cancelled? 

THE COURT: The note was not cancelled, was it? Yes, it was. 

THE WITNESS: I don't understand. When was the note cancelled? 

BY MR. MC CALLY: 

Q. That is what I would like to know. As I recall, the note, written 
across the face of it is "Cancelled, Robert E. M. Goolsby" or something 
of that nature. I don't have it. 

THE COURT: I have the note. 

A. It may have been remade. 

MR. STANLEY: Didn't I have that note in the stipulation? 

MR. MC CALLY: I believe it was. 

THE COURT: The note is cancelled. 

BY MR. MC CALLY: 

Q. At the time this note -- A. I believe that this note was 
remade. It was non-interest bearing note and it was later made into a 
6 percent demand note. 

MR. MC CALLY: I don't recall ever seeing that in evidence, your 
Honor. 

THE COURT: Somebody told you that? 

158 THE WITNESS: No, sir; I have the record here. 

For example, we were carrying this note as a note payable to Mrs. 
Goolsby -- Frances Goolsby -- without interest, and after her death the 
note has been reclassified on our records as a note payable to Robert 
Goolsby with 6 percent interest. I would assume that the cancellation 
of the note was in order to remake the note in the name of Robert E. M. 
Goolsby and to begin interest. 

THE COURT: You are a Certified Public Accountant and it is your 
duty to check everything to see whether or not every transfer or change 


made is legal. 
THE WITNESS: Yes, sir. That is, our Firm. 
THE COURT: Did you see any administration papers on the estate 


of Frances Goolsby? 
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' THE WITNESS: Did I see administration papers? 

THE COURT: Yes. , 

THE WITNESS: I saw the -- not only saw, I prepared the estate 
tax return for the estate of Frances Goolsby, and we reported the 
$18, 400 item. 

THE COURT: Who was the administrator? 

THE WITNESS: As I recall there were two. 

THE COURT: Where did she die? 

THE WITNESS: She died in Marion, Virginia. 

There were two. There was an attorney in Marion, Virginia, and 
Robert Goolsby, as co-administrators. 

159 THE COURT: Did these co-administrators make this transfer to 
Mr. Goolsby? 

THE WITNESS: I don't recall exactly how -- 

THE COURT: Do you recall whether there were any debts against 
Mrs. Goolsby, whether the estate has been settled? 

THE WITNESS: The estate has been settled. 

THE COURT: Do you have records showing authorization to trans- 
fer this asset to the beneficiary? Or was it just done because Mr. 
Goolsby -- 

THE WITNESS: As I understand, Mr. Goolsby was the sole heir 
of Frances Goolsby. | 

THE COURT: He may have been the sole heir, but Iam talking 
about this administration. It wasn't real estate, bear in mind what Mrs. 
Goolsby had was personal property and it was supposed to be administered 
by her estate. Did you, as an accountant find whether or not there was 
any authorization? 

THE WITNESS: I don't recall -- 

THE COURT: Any distribution of her estate? 

THE WITNESS: I don't recall specifically. Only vaguely do I 


recall that the item did appear in the administration. I can't testify to 
it at this point. 


MR. STANLEY: If I may suggest, your Honor, it was to the 
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advantage of Mrs. Goolsby's estate that this note be made. It was only 


an open account before that. 

160 THE COURT: I understand that. But what I want to find out is 
what authority did they have, how they had this company, school, or 
corporation transfer the note from Mrs. Goolsby's estate to Mr. Goolsby. 

MR. STANLEY: There is a copy of the minutes there explaining 
what they did. 

THE COURT: I understand the school did it. Mrs.Goolsby died and 
left an asset of her estate, $18,400 note. It winds up in Mr. Goolsby's 
hands, 

MR, STANLEY: I don't understand that. I may be mistaken about 
this but I don't understand there was a note at the time of her death. If 
there was I don't know it. 

THE COURT: It was an indebtedness. 

MR. STANLEY: It was an indebtedness to Mrs. Goolsby? 

THE COURT: That was an asset of her estate. 

I don't know why I don't make myself clear. 

MR. STANLEY: It is still an asset, your Honor. 

THE COURT: When a person dies, and leaves assets, they are 
administered by the Orphans Court or Probate Court or wherever it is. 
She died in Virginia. It goes through and it becomes part of the executives’ 
or administrators' holding for awhile, and then when it is administered 
they first pay all debts and what is left over they give to the parties en- 
titled to receive it. 

There is no transfer from the executors here to Mr. Goolsby, is 
there? 

161 MR. STANLEY: There is none in the record; no, sir. 

THE COURT: How do I know that maybe somebody in Virginia 
might not have a claim to that note? There are no administration papers 
here. All we have here is that Mr. Goolsby was the sole heir of Mrs. 
Goolsby. There is something in the record to that effect. But that 
doesn't make him entitled to the assets unless the estate is administered, 
debts paid, and expenses paid. 
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Let's suppose now that all Mrs. Goolsby had was this indebtedness 
of $18,400. As far as the record shows, that is all she owned. She 
dies and she may leave debts down in Virginia, or debts, here, or debts 


any place, or there may be administration expenses. 

We find, however, that they just cavalierly transfer it without any 
authority from any Court or anything else from Mrs. Goolsby over to 
Mr. Goolsby. 

MR. STANLEY: If you will pardon me, sir. What was done here 
was the school made a note, recognizing its liability, and it was made 
out to Mr. Goolsby. 

THE COURT: Made out first to Mrs. Goolsby? 

MR. STANLEY: Perhaps so. I don't know about that. 

THE COURT: Let me have the stipulation. 

MR. STANLEY: The note I have was made out to -- what is it 
made out to? 

THE COURT: There was a note. made out to the "Heirs or their 

162 assigns of the Goolsby estate." That was an asset of the estate, 
wouldn't it? 

MR. STANLEY: The note, yes, sir. 

THE COURT: The only persons who could transfer that note to the 
beneficiary, Mr. Goolsby, were the executors, the lawyer in Virginia 
and Mr. Goolsby himself. But that wasn't done. All that was done was 
that the corporation just assumed, and said, we will give that asset to 
Mr. Goolsby. 

MR. STANLEY: Isn't the issue here. though, your Honor, in the 
first place, if there are creditors of Mrs. Goolsby's senior's estate of 
course they have a claim against Mr. Goolsby if he has appropriated this 
amount of the estate to his own use. 

THE COURT: No; I am just trying to show that it reflects on the 
very loose sort of way -- for instance, there isn't any question that the 
Goolsby's controlled this thing completely. They have 80,000 votes to 
some three or four -- as a matter of fact, there are no other votes be- 
cause the By-Laws say that no one can vote unless he has contributed a 
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thousand dollars, and no one else has contributed anything. 

But let's assume that people they call members, who were not 
members under the By-Laws, but let's assume they are, there are three 
or four. Out of 85,000 votes the Goolsbys have 80,000. They can 
remove a director, they can control this thing completely. Iam not 

163 saying there is anything wrong or dishonest, but they do. They 
control that. 

Here is an asset that belonged to the estate of one of the Goolsbys 
and the directors, who consisted of Mr. and Mrs. Goolsby, and a man by 
the name of Dubuque, who is an employee of the school, even if he wanted 
to he couldn't outvote them, and they decided to transfer this over to Mr. 
Goolsby. He may be entitled to it ultimately, I don't know. But itisa 
sort of funny picture on this. 

MR. STANLEY: I will go any length in agreeing with Your Honor 
that they dealt with this whole situation in a sloppy way at the beginning. 
But as Mr. Goolsby testified, he started this thing on a shoe-string. He 
got money from his mother right and left, and he wanted her paid back 
ultimately. 

THE COURT: I understand; but you can't blow hot and cold. 

MR, STANLEY: He isn't blowing hot and cold. He is her only son. 

THE COURT: He holds himself out as a very generous person and 
he is interested in this academically and he has made these donations. 
But here is something that has built up a pretty good fund of $130-some- 
thousand consisting of some vary valuable property, equities in valuable 
property, and a name that the Board of Directors say -- that is another 
thing -- is $13,000. 

164 Let me tell you what happened in that name. Here is an asset that 


was bought for $6,000, and a corporation which Mr. and Mrs. Goolsby 


absolutely control. It goes through the form of some sort of agreement 
and they sell it to the corporation for $13, 500. 

Isn't that evidence of complete control of this company? 

Suppose Mr. Goolsby said, "I want $13,000 for this name,“ and 
one of the directors says, "Mr. Goolsby, I don't think you should do that; 
I don't think it is worth $13, 500." 
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Mr. Goolsby can say, "All right, you are off the Board, I will put 
somebody else on it." 

MR, STANLEY: You couldn't have a charitable or non-profit 
organization if somebody didn't have to control it. 

THE COURT: No, no. You are absolutely wrong. Iam a trustee 
of Maret School. There are about 10 or 15 trustees. Nobody controls it. 

Mrs. Williams is the Head Mistress of the school. We meet every 
month. We determine how the school should be run, the salaries to be 
paid, everything. And it doesn't make any difference, it can never go to 
any of the directors. We have no control over it. We have a vote as 
trustees. That is a real non-profit thing. 

There is not a trustee who has any 40,000 votes. 

165 MR. STANLEY: But suppose the Constitution and By-Laws of this 
school that you are speaking of had a provision in it that upon dissolution 
Judge Morgan shall have the entire say as to where the assets shall go, 
provided he sees they go to another non-profit organization. What is 
wrong with that? 

THE COURT: Let's suppose it says that Judge Morgan can 
determine when this school is to quit. That is what the By-Laws say. 
And that when and if he determines it shall quit he has the right to designate 
the school that can get these assets, the equity in real estate, the cash, 
and a very valuable name worth $13, 500 apparently from the record. 

Now, then, not only can Judge Morgan do that, but he can assign it 
to somebody else -~ that is what your resolution says -- and not only that 
but he can leave it to his children. 

MR. STANLEY: He can't. I mean, if he was honest he couldn't. 

THE COURT: Iam not talking about the question of honesty, Iam 
talking about tendencies. And he can transfer it by will -- 

MR. STANLEY: No, not under this By-Law you can't transfer it 


by will. They can transfer the right to vote once, except Goolsbys. 

THE COURT: Don't tell me that. You didn't read your resolution, 
your amendment. 

MR. STANLEY: Your Honor, I wish I had a nickel for every time I 
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read these By-Laws in the last ten years. 

THE COURT: Have you the amendment there ? 

MR. STANLEY: Yes, sir. 

THE COURT: The amendment? 

MR. STANLEY: I have it here. Just a moment. 

THE COURT: Let me have it and I will read it to you, because I 
don't believe you can read. I am just trying to be facitious. 

October, 1946. 

MR. STANLEY: This is it (Handing document to the Court.) 

THE COURT: Now listen: 

"Fach person who has at anytime contributed money or property 
to the corporation may, in the manner hereinafter provide, have the 
right to designate a school, college, university, or educational founda- 
tion or fund which is not organized or operated for private gain, as such 
is legally defined, to receive such portion of such proceeds as bears 
the same ratio to the entire assets of the corporation as the amount of 


money or property which such donor has contributed to the corporation 


bears to the entire amount contributed by all donors." 
MR. STANLEY: May I interrupt you? 
THE COURT: Wait a minute. 
You would say from that that since the Goolsbys contributed 
$16,000 they would have 16 votes. And if somebody else contributed a 
167 thousand dollars they would have one vote. But that isn't true. 


"Such designation may be evidenced by a statement in writing 
delivered to the trustees of the corporation at the time such donation is 
made or at any time between the time of the donation and the distribu- 
tion." 

And here is something important: "Such designation may be 
changed by a donor at any time prior to distribution. A donor may make 
such designation in his or her will and if a donor is deceased at the 
time of such distribution the designation in his or her will shall control." 

Do you mean to tell me that he can't transfer such right by will? 

MR. STANLEY: He can transfer by will, your Honor, the right to 
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say what school -- non-profit school it shall go to. 

THE COURT: I know that. 

"Any portion of such proceeds for which designation has not been 
made shall be distributed to such institutions so organized as the Board 
of Trustees may direct." 

They have 80,000 votes on the Board of Trustees, so they are still 
sewing it up. 

Here is the important thing: "In any such distribution Robert E. 
M. Goolsby and Ruth Chryst Goolsby" -- who have only contributed 
$16,000 -- "shall be entitled to be taken and considered as having each 
donated $40,000, and no donor shall be taken or considered to have 
donated less than $1,000." 

Here are the people who own the control. They can leave it in 
their will or they can transfer by change of designation. There is 
nothing personal about it. It is an asset of their estate. 

MR. STANLEY: You mean they designate by will who is to take 
it? 

THE COURT: They can leave it to you. 

MR. STANLEY: No, only to a school that is non-profit. 

THE COURT: I beg your pardon. 

MR. STANLEY: That is what that means. 

THE COURT: No, sir. They can leave it -- they can assign the 


designation or transfer the designation by will. Listen to what it says: 


"A donor may make such designation" -- 

MR. STANLEY: Excuse me. Go back and see what kind of a 
designation that "such designation" is. It is to a school that is non- 
profit. 

I don't mean to be rude. Excuse me. 

THE COURT: I know. 

Let's suppose now that Mr. Goolsby goes to a school, or he 
organizes a school himself, a non-profit school, and Says to them, "I 
have a right up there to close this place up," which he has; he can do 
it -- "and I will transfer to you, I will designate you, this school, as a 
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recipient of this property which is fine, it has equipment for a school, 
169 it has a name, it has a very valuable name, worth $13,500, it has 
some cash in the bank, but you have to do something for me; you have 
to pay me some money, and you have to agree to pay me a salary, and 
so on,"' exactly as they did when they made them agree to keep him as 
a head master at the time they transferred, or let them use the name. 
There is nothing in the world to stop him. There is a great economic 
value to Mr. and Mrs. Goolsby. They can transfer it to anybody. 

You read the Clifford cases and you will find that that is just like 
it. 

MR. STANLEY: I can't see it, your Honor. I can't see it unless 
you are going to assume -- and I don't think that you have a right to 
assume that Goolsby is going to do something outside -- 

THE COURT: The Federal courts in taxation, which we are in 
now, don't go into the question of bad faith or anything else. It isa 
question of tendency. If someone has a right to designate who shall 
receive income, he is taxable for it. If you transfer property to some 
one you yourself shall designate, who shall receive income from it or 
who shall get it when you die, you own it in the eyes of the law. 

That is the Clifford cases and all the cases right on down the line. 

MR. STANLEY: I respectfully submit that is not this case. 

170 THE COURT: These people absolutely control. They can desig- 
nate any school they want. 

MR. STANLEY: They can designate any school to take it if it is 
a non-profit school. 

THE COURT: There is nothing to stop them from bargaining with 
them. 

MR. STANLEY: Except dishonesty. 

THE COURT: There is nothing dishonest in Mr. Goolsby going to 


someone and saying, "I will transfer these assets if you will employ me 


for the rest of my life as head master." There is nothing dishonest 


about it. It is perfectly honest. What is wrong with it? 
MR. STANLEY: I don't think it is within the intent of the By-Laws 
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and the Charter. 


THE COURT: What is the intention makes no difference. It is 
the tendency. Is there a tendency there? That is my stumbling block, 
and Iam discussing it because that is the only way to get to things and 


clear it up. For instance, today a lot of things were cleared up. 


You see what I have in mind. 

MR. STANLEY: I have understood your Honor's thinking right 
along. 

THE COURT: You haven't touched that question in your brief. 

MR. STANLEY: I what? 

THE COURT: You haven't touched that question in your brief. 

MR. STANLEY: Yes, I did. As least as far as I could touch it. 

THE COURT: But you haven't distinguished cases on this case. 
There are lots of cases. As a matter of fact, the history of the estate 
tax and the history of the phase of income tax trust has been a continual 
battle between tax lawyers on one side and accountants and the Federal 
Government on the other, the lawyers finding some way, and accountants, 
to get around the law, and then plugging up the loopholes. 

They finally got to the point where, even where you have a right 
to designate who shall receive the income with some adverse person, 
some other person, you are taxable. 

Originally if someone else besides the taxpayer had a right to say 
who should receive the income, and so forth, or receive the property, it 
was held not to be taxable. But finally the Congress plugged up that 
loophole because there wasn't anything to stop the trustor from making 
himself into a trust company in which he had some influence, and so 
forth. That is the law. 

Those cases I would like counsel to study and see if there is any 
distinction. 

172 MR. STANLEY: I haven't been able to find any cases that seem to 
me to approach this situation. 

THE COURT: The Clifford cases, as they are called, the estate 
of Clifford, are the cases Iam sure. I haven't looked at it for some 
time. The Clifford cases are the cases that hold that where the party 
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has the right to designate who shall receive the income, the property is 


considered as his own if he has an economic interest. 

If I have the right to say who shall receive property at my death, 
I can enter into a deal with this man and say, "If you do this or do that, 
or pay me this or that, I will designate you." And the Courts have held 
that that is just the same as owning it, and if he dies it goes to his 
estate. 

As a matter of fact, the District of Columbia inheritance tax law 
comes pretty close to that. 

MR. STANLEY: I don't think my adversary has finished. 

THE COURT: Iam sorry. 

BY MR. McCALLY: 

Q. Mr. Brooks, this note was cancelled according to the note on 
January 14, 1958, by Mr. Goolsby. Do you know whether or not at that 
time Mrs. Goolsby's estate was settled? A. I believe it had been 
settled prior to that time. 

Q. Prior to January 14, 1958? A. I believe so. 

173 Q. When this note was cancelled, this particular note I have here, 
in the stipulation, it was carried as a non-interest bearing note. You 
Say that there was another note drawn? A. Our records give effect to 
a new note in the name of Robert E. M. Goolsby as a 6 percent demand 
note, in the same amount, $18,400. 

Q. Was that note ever cancelled? A. Not to my knowledge. You 
are speaking of the second note ? 

Q. Yes. A. There has only been a curtailment against it. There 
has been no cancellation, to my knowledge. 

Q. Then that note is still outstanding against the Service School 
Foundation? A. To my knowledge, except for any curtailment against it. 

Q. What is that? A. The curtailment represents a part of the 
consideration for the transfer of 1854 Biltmore Street. 

THE COURT: In other words, the new note is the difference be- 
tween what credit he got on the purchase of the property and the original 
loan value of the note. That is what the witness testified. 
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174 BY MR. McCALLY: 
Q. They assumed the payment of that mortgage, did they not? 
A. They assumed the payment of the mortgage in excess of $14,000. 
THE COURT: The Goolsbys didn't. 
MR. McCALLY: The Service School. 
THE COURT: And the Service School has to pay the interest on it. 
THE WITNESS: Excuse me. Let's go back a bit. This real 
estate was originally the Service School Foundation. 
BY MR. McCALLY: 
Q. That is correct. A. It was transferred to Robert E.M. 
Goolsby, subject to a mortgage of $14,500. 
THE COURT: But the school agreed to pay the mortgage off. 
THE WITNESS: Any payments against the mortgage would be 
applied against the indebtedness due to Goolsby. 
THE COURT: No, the agreement Says they shall pay the mortgage 
off. 


THE WITNESS: Of course, I look at it from an accounting sense. 


In an accounting sense the property is transferred subject to a mortgage 
and any payments made by the school would be applied against the debt 
due the Goolsbys. 
175 THE COURT: The agreement doesn't Say that. 
BY MR. McCALLY: 

Q. The agreement calls for the cancellation of the note and the 
assumption of the entire mortgage payment, whatever is left, by the 
Service School Foundation. Isn't that correct ? 

THE COURT: As a matter of fact, it gives him credit for paying 
$23,000. 

MR. McCALLY: That is correct; that is what I want to get into. 

THE WITNESS: That is impossible. 

BY MR. McCALLY: 

@. Iagree with you. A. The total price is $25,000, subject to a 
mortgage of -- there is $23,400 plus $1600 for a note passed by Goolsby 
to the school for the difference. The sum of the two equals $25,000. 
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THE COURT: Let me read that contract, please. 

Mr. Goolsby paid the difference between the mortgage and 
$25,000, didn't he? 

THE WITNESS: Yes. 

THE COURT: And a part of that payment was a reduction of the 
note, you say, and $1600? 

THE WITNESS: And $1600, note from Goolsby to the school. 

176 THE COURT: This is what it says: "Goolsby agrees to execute 
and deliver, and the School agrees to accept a lease for said property 
for the term beginning January 14, 1958, and ending May 31, 1959, ata 
rental of $1 for said term, said lease to be conditioned upon the School 
making all the payments herein provided for and further during said 
period paying all taxes and assessments levied on said property, all 
charges for heat, light, and water, and all repairs of every kind, 
character, or description necessary to maintain the said property in 
the condition in which it now exists and to make all additions to said 
property which the School may require except structural changes." 


(c); "The School shall continue to make payments upon the said 


note secured by a first trust upon said real property until the amount of 
such future payments shall equal $13,141.95 (the sum of the balance due 
upon said note of $18,400 and $5,000 unpaid salary owed to Goolsby by 
the school) with interest at 6 percent upon said $5,000 thereof from 
January 1, 1958, and upon $8,141.95 from June 1, 1958, or shall equal 
the amount due upon said note secured by said deed of trust upon said 
real property, whichever is lesser, Said payments beginning with the 
February, 1958, payment shall be credited against such amounts owed 
by the School to Goolsby. If the amounts owed to Goolsby [ by] the 
school are insufficient to discharge said note secured by deed of trust 
177 upon said property, then the remaining payments upon said note 

shall be paid by Goolsby." 

If you can make anything out of that, it is. 

BY MR. McCALLY: 

Q. Mr. Brooks, when they agreed to assume this mortgage, there 

is the principal amount involved, and of course the payments include 
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each month so much principal and so much interest. Is that being de- 
ducted merely by the amount of the principal, or is the interest being 
included in that, too? A. As we have set up the notes, the note payable 
by the school to Goolsby and the mortgage payable on the property to 


the mortgagee are in identical amounts, and the interest is identical. 


When the school makes a payment to Goolsby the transaction is treated 
as follows: The principal payment is charged to Goolsby's note account; 
the interest payment -- 

Q. Let's stop there. How much does Goolsby owe at this point to 
the school? A. I can give you as of November 30, 1958. 

Q. All right, that is good enough. A. Goolsby owes the school 
$1600 on the note which I mentioned. 

Q. In other words, he is paying the school at 6 percent interest 
on the $1600; is that correct? A. I don't recall. It is a minor item. I 
don't recall. 

178 THE COURT: And the school is paying him interest on $14,000 ? 

MR. McCALLY: At 6 percent. 

THE COURT: They are reducing the note and every time they pay 
on the mortgage he gets a credit on the note? 

THE WITNESS: When the school pays on the mortgage it is 
treated by us as a payment by the school to Goolsby on the note owing 
by Goolsby to the school. At the same time Goolsby considers this as 
a payment against the mortgage. 

In other words, there is a note from the school to the mortgagee 
which Goolsby has assumed. This is now, as far as we are concerned, 
a primary liability by Goolsby to the holder of the mortgage. At the 
same time there is a note by Goolsby to the school. Let me reverse 
that. At the same time there is a -- 

THE COURT: How much had the note from the school to Goolsby 
of $14,000 been reduced as of December 31, 1958? 

THE WITNESS: By approximately $4400. 

THE COURT: And the mortgage had been correspondingly reduced 
that much? 
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THE WITNESS: Yes. 


BY MR. McCALLY: 

Q. Is there any arrangement now that you know of as to what 
credit this mortgagee will receive once this note that Goolsby owes to 
the school is paid out? A. It will be simultaneous. That is, this note 
which in the original amount was $18,400 will be paid off simultaneously 

179 with the payment of the mortgage because, as I recited, the in- 
terest is the same and the principal amount is the same. At that time, 
then, there will remain a $1600 note payable by Goolsby to the school 
which Goolsby will be obliged to pay. 

Q. Was this new note which took the place of the no-interest 
bearing note, was that executed at the same time the mortgage was 
transferred? A. I believe so, yes. 

THE COURT: January, 1958. 

THE WITNESS: Yes. 

THE COURT: Do the books show any reason why the property was 
transferred to anybody as an economic necessity ? 

THE WITNESS: The books wouldn't show that, no. 

THE COURT: Do you know why it was? 

THE WITNESS: No, I merely know that the transfer has been 
made, and we give effect to it on the record. 

THE COURT: You don't know the reason for it? 

THE WITNESS: No, sir. 

THE COURT: The school still uses it as they did before ? 

THE WITNESS: I know the premises physically because I have 
been there. There is a dormitory on the third floor; on the second 
floor, the faculty quarters for Goolsby; and I don't know exactly what is 
on the first floor. There is an entrance and presumably additional 


storage space, something on the first floor, Iam not aware of what 


180 there is on the first floor aside from the entrance. 
BY MR. McCALLY: 
Q. Doesn't Mr. Goolsby in fact live in the building at the present 


time? A. He occupies the second floor. 
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Q. Anapartment up there? A. There is a small apartment on 
the second floor which he occupies. 

THE COURT: That is not the big building? 

THE WITNESS: No, it is a small building. 

THE COURT: The big building was formerly -- 

MR. STANLEY: The papal embassy. 

THE WITNESS: This is merely a three-story house. 

MR. STANLEY: Did you know Dr. Berens in that neighborhood? 
It is his house. 

THE COURT: Do you have anything further, Mr. McCally? 

MR. McCALLY: Yes, sir. Apparently I am not making myself 
clear. 

181 BY MR. McCALLY: 

Q. The total amount of the indebtedness, including everything that 
the Service School owed at this time, was approximately $25,000, is that 
correct? A. When you Say at this time, of what date are you speaking ? 

Q@. We are talking about when all this took place, the transfer of 
the property, I assume the amount of money -- A. Let me go back to 
the audit date just previous to that, November 30, 1957. 

As of November 30, 1957, the school owed to Goolsby, including 
this $18,400 note, the sum of approximately $38,000. This included 
$18,400 note inherited from his mother, $13,500 note as a result of the 
sale of the -- 

THE COURT: What date ? 

THE WITNESS: I am speaking as of November 30, 1957. 

THE COURT: The transfer wasn't made until January 1958. 

THE WITNESS: That is only two months later. 

THE COURT: But you said that the $13,000 was indebtedness from 
the school to Goolsby in November 1957, when the transfer wasn't made 
until January. 

THE WITNESS: We gave effect to it at that time. 

THE COURT: It wasn't transferred, Mr. Goolsby didn't have it 
transferred. The Board of Directors’ meeting said that they accepted 
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his offer, but he didn't transfer it. He didn't have to transfer it. He 
182 wasn't bound by that resolution. He finally did transfer it in 


January. 
THE WITNESS: We did give effect to that in the statement. 
THE COURT: That is what gives me some concern. Go ahead. 
BY MR. McCALLY: 

@. Mr. Brooks, this is what I am trying to get at and perhaps you 
can explain it: The amount of the mortgage on this property was so 
much -- I don't know what the figure was -- A. I think I have it. It is 
around $14,500. 

Q. That carried with it, I suppose, a 6 percent note or 5 percent 
note, whatever it is. A. Five percent note. 

Q. When that amount was considered, was it considered an out 
and out $14,000 in the reduction, or was it $14,000 plus all this interest 
that Service School is now going to agree to pay? A. No, the considera- 
tion in payment of the $25,000 face amount, selling price, included the 
fiscal amount -- I should say the balance of principal due on this mort- 
gage. 

Q. Which was $14,000 approximately. A. Between $14,000 and 
$15,000. 

Q. Plus the assumption of the upkeep and the assumption of pay- 

183 ing all the taxes, is that correct? A. In lieu of rent. 

THE COURT: How did you take care of this purchase of the auto- 
mobile? How did you reduce the indebtedness ? 

THE WITNESS: I can't answer that question without referring to 
the records. I don't have the records with me. 

THE COURT: I didn't know whether it was reflected. 

BY MR. McCALLY: 

Q. Mr. and Mrs. Goolsby received a six-month's advance on 
salary. A. They travelled to Europe and before going they drew several 
month's salary in advance. 

Q. Was there any note given for that? A. No, that was an open 
account. 
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Q. Was that amount of money taken into consideration and I assume 
checked off against what the school owed them? A. We kept proper 
accounts for that. An advance receivable account was set up. 

Q. Has that ever been paid back? A. Substantially it has since 
been paid back. 

@. Can you tell me how long it has taken? A. By November 30, 
1958, the amount had substantially been paid back, if not all. 

Let's bring something to your attention here at this point. This 

184 was advanced salary, so that the passage of time itself would 
extinguish the obligation. That is, the regular monthly salary would 
extinguish the obligation. 

THE COURT: Let me ask you this: I notice that there is a very 
substantial jump in traveling expenses for the years 1956, 1957, and 
1958. 

THE WITNESS: Yes, sir. 

THE COURT: It was hardly over a hundred dollars prior thereto, 
and not more than three hundred dollars. Do you know why that was? 

THE WITNESS: Yes. These are payments for travel made to Dr. 


Dubuque -- reimbursed to Dr. Dubuque, or travel payments for his 


account. Dr. Dubuque began a program in this period of visiting out of 
town cities, students, meetings and so on for the purpose of interesting 
people in the school. And as a result of his travel the school enrollment 
has substantially increased. 

MR. STANLEY: I have Dr. Dubuque here. Your Honor mentioned 
that the other day. I am ready to have it explained. 

THE COURT: It is a large item. 

MR. STANLEY: He went all over the country trying to secure 
students for the school, and did. 

THE COURT: I don't think it is necessary to put him on the 
Stand. I think that explains it. 

MR. STANLEY: If that is sufficient for your Honor. I have seen 

185 the records of how it was handled. 

THE COURT: The accountant has testified to that, as far as I am 

concerned. 
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MR. McCALLY: I don't believe I have any further questions. 
THE COURT: Thank you, Mr. Brooks. 
(Witness excused.) 
MR. STANLEY: Thank you, your Honor, for giving us an oppor- 
tunity to talk this over again. 
THE COURT: I thank you. There were a lot of things I didn't 


understand. 
(Thereupon, at 11:38 a.m., February 20, 1959, the Court was 


adjourned.) 
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No. 29724 Petitioner's Exhibit No. 1 


CERTIFICATE OF INCORPORATION 
OF 
THE SERVICE-SCHOOLS FOUNDATION 


The undersigned persons, three in number, of full age, all citi- 
zens of the United States of America, and a majority of whom are citi- 
zens of the District of Columbia, desiring to associate themselves, for 
the purposes hereinafter set forth, in accordance with the provisions 
of Chapter 6 of Title 29 of the District of Columbia Code (1940 edition), 
do now here make, sign and acknowledge this certificate of incorpora- 
tion. 

First. The name or title by which this Society shall be known in 
law is "The Service-Schools Foundation", 

Second. The term for which this corporation is organized is 
perpetual. 

Third. The particular business and objects of the corporation 
are to conduct research to determine those intellectual, emotional, 
social and moral aptitudes which best qualify young men for a career 
in the Armed Services of the United States of America; to devise, by 
scientific research, methods by which those intellectual, emotional, 
social and moral aptitudes necessary for a career in these Services 
may be developed in young men; to conduct a school or schools for 
the preparation of young men for the entrance examinations for the 
United States Military Academy, the United States Naval Academy and 
the Coast Guard Academy; and to afford training in anticipation of the 
intellectual and psychological adjustments necessary to a successful 
career in the Military and Naval Services of the United States of America. 

Fourth. The number of trustees, directors or managers of this 
corporation for the first year of its existence shall be three. 

Fifth. The said corporation shall have the power for themselves 
and their successors to have and use a common seal, and may alter and 


change the same at pleasure, and may make by-laws and elect officers 
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and agents, and may take, receive, hold, and convey real and personal 


estate necessary for the purposes of this corporation as stated in this 
certificate, and other real and personal property the income from which 
shall be applied to the purposes thereof. No part of the net earnings of 
the corporation shall inure to the benefit of any private individual; pro- 
vided, however, that this provision shall not prevent the payment of 
reasonable compensation for services rendered the corporation nor the 
awarding of scholarships, prizes or other aids to encourage worthy 
young men to strive for scholarly attainment. 
IN TESTIMONY WHEREOF, we have hereunto set our hands this 

thirtieth day of April, A.D., 1946. 

/s/ Robert Edwin Moorman Goolsby 

/s/ Ruth Chryst Goolsby 

/s/ Frances M. Goolsby 


[Verification and Jurat dated April 30, 1946] 


[ Filed Oct. 24, 1956] 
46062 Petitioner's Exhibit No. 2 
CERTIFICATE OF CONSENT TO AN AMENDMENT TO 
THE CERTIFICATE OF INCORPORATION OF THE 
SERVICE SCHOOLS FOUNDATION 


15546 


This is to certify that Robert E. M. Goolsby, Ruth Chryst Goolsby, 
and Joseph G. Dubuque, constituting the entire Board of Trustees of The 
Service Schools Foundation, have, as evidenced by their written consents 
filed herewith, consented to an amendment to the certificate of incorpora- 
tion of The Service Schools Foundation. The said consents provide that 
the certificate of incorporation of The Service Schools Foundation shall 
be amended by adding thereto a paragraph designated "Sixth" as follows: 
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"Sixth. If for any reason the Board of Trustees determines 
that it is not advisable, possible, or practicable to continue the 
conduct of a school in order to carry out the corporate purpose, 
thereupon the assets of the corporation shall be sold either by 
the corporation or the Board of Trustees as liquidating trustees 
in dissolution, for such price and on such terms as may be fixed 
by the trustees. Out of the proceeds of the sale there shall first 
be paid all corporate debts, obligations, and liabilities, and the 
balance of such proceeds shall be paid over as follows: 

Each person who has at any time contributed money or prop- 
erty to the corporation may, in the manner hereinafter provided, 
have the right to designate a school, college, university, or edu- 
cational foundation or fund which is not organized or operated for 
private gain, as such is legally defined, to receive such portion 
of such proceeds as bears the same ratio to the entire assets of 
the corporation as the amount of money or property which such 
donor has contributed to the corporation bears to the entire amount 
cont ributed by all donors. Such designation may be evidenced by 
a statement in writing delivered to the trustees of the corporation 
at the time such donation is made or at any time between the time 
of the donation and the distribution. Such designation may be 
changed by a donor at any time prior to distribution. A donor may 
make such designation in his or her will and if a donor is deceased 
at the time of such distribution the designation in his or her will 
shall control. Any portion of such proceeds for which designation 
has not been:made shall be distributed to such institutions so 
organized as the Board of Trustees may direct. In any such 
distribution Robert E. M. Goolsby and Ruth Chryst Goolsby shall 
be entitled to be taken and considered as having each donated 
$40, 000.00, and no donor shall be taken or considered to have 
donated less than $1, 000. 00." 

Dated October 23, 1956. 


/s/ Robert E. M. Goolsby 
President 

October 23, 1956] /s/ Ruth C. Goolsby 
Secretary-Treasurer 


[ Verification dated 


CONSENT OF TRUSTEES TO AMENDMENT TO 
CERTIFICATE OF INCORPORATION OF THE 
SERVICE SCHOOLS FOUNDATION 


We, the undersigned, constituting the entire Board of Trustees of 
The Service Schools Foundation, do hereby consent that the certificate 
of incorporation filed with the Recorder of Deeds on May 1, 1946, be 
amended by adding thereto a new paragraph to be designated "Sixth" as 
follows: 

"Sixth. If for any reason the Board of Trustees determines 
that it is not advisable, possible, or practicable to continue the 
conduct of a school in order to carry out the corporate purpose, 
thereupon the assets of the corporation shall be sold either 
by the corporation or the Board of Trustees as liquidating trus- 
tees in dissolution, for such price and on such terms as may be 
fized by the trustees. Out of the proceeds of the sale there shall 


first be paid all corporate debts, obligations, and liabilities, and 


the balance of such proceeds shall be paid over as follows: 

Each person who has at any time contributed money or 
property to the corporation may, in the manner hereinafter pro- 
vided, have the right to designate a school, college, university, 
or educational foundation or fund which is not organized or operated 
for private gain, as such is legally defined, to receive such portion 
of such proceeds as bears the same ratio to the entire assets of 
the corporation as the amount of money or property which such 
donor has contributed to the corporation bears to the entire amount 
contributed by all donors. Such designation may be evidenced by a 
statement in writing delivered to the trustees of the corporation at 
the time such donation is made or at any time between the time of 
the donation and the distribution. Such designation may be changed 
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by a donor at any time prior to distribution. A donor may make 
such designation in his or her will and if a donor is deceased at 
the time of such distribution the designation in his or her will 
shall control. Any portion of such proceeds for which designation 
has not been made shall be distributed to such institutions so or- 
ganized as the Board of Trustees may direct. In any such distri- 
bution Robert E. M. Goolsby and Ruth Chryst Goolsby shall be 
entitled to be taken and considered as having each donated 
$40, 000.00, and no donor shall be taken or considered to have 
donated less than $1, 000. 00." 


/s/ Robert E. M. Goolsby 
/s/ Ruth Chryst Goolsby 
/s/ Joseph G. Dubuque 


[Filed 10/24/56] 


/s/ Alfred Goldstein 


Petitioner’s Exhibit No. 3a 


BY-LAWS OF THE SERVICE-SCHOOLS 
FOUNDATION 


1 
NAME 
The name of this corporation is The Service-Schools Foundation. 
I 
OFFICERS 
The officers of the Foundation shall be a President, a Vice- 
President and a Secretary-Treasurer. 


at 
BOARD OF TRUSTEES 

1, The Board of Trustees shall for the first year, and until their 
successors are elected, consist of the three persons who are named as 
incorporators in the Certificate of Incorporation. Thereafter, the 
number of trustees of the Foundation shall be three who shall be elected 
as hereinafter provided. The Board of Trustees shall fill vacancies on 
the Board occurring either because of death or resignation. The election 
to fill a vacancy shall be for the unexpired term. In the event of the 
death or resignation of all the members of the Board of Trustees, a 
meeting of the Board of Advisors and Consultants shall be expeditiously 
called by its Chairman, and at such meeting a new Board of Trustees 


shall be elected to fill the unexpired terms of the deceased and resigned 


members. The members of the Board of Trustees elected by the Board 


of Advisors and Consultants shall by such election also become members 
_——— —————— ry ren erection also become members 


of the Foundation with one vote each. 

2. The Board of Trustees shall meet four times annually, on the 
third Monday in February, May, August and November, unless such 
day is a legal holiday, in which event the meeting shall be held on the 
next succeeding day. Special meetings of the Board of Trustees may be 
called by the President. At least five days notice of special meetings 
shall be given to members of the Board. 

IV 
ANNUAL AND SPECIAL MEETINGS 

1, The annual meeting of the Foundation shall be held on the 
third Monday in May, unless that day is a legal holiday, in which event 
the meeting shall be held on the next succeeding day. At each annual 
meeting a Board of Trustees shall be elected by the members to serve 
as a Board of Trustees for the ensuing year. Trustees shall be chosen 
from the membership of the Foundation, the Board of Advisors and Con- 
sultants and the faculty of any school conducted by the Foundation and 
shall be eligible to succeed themselves. 
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2. Notice of the annual meeting of the Foundation shall be given 
to each member of the Board of Trustees, to each of the members of 
the Board of Advisors and Consultants, and to the members of the 
Foundation at least two weeks prior to the time of the meeting. 

3, The order of business at the annual meeting of the Foundation 
shall be as follows: 

Reading of the minutes of the last annual meeting. 

Reports of officers. 

Report of the Headmaster of any school operated 
by the Foundation. 

Reports of Committees. 

Unfinished business. 

New business. 

Election of Trustees. 

Adjournment. 

4. Any number of members who in the aggregate are entitled to 
cast a majority of the votes which may be cast for the election of a Board 
of Trustees, as hereinafter provided, shall constitute a quorum at annual 
and special meetings. Absent members may be represented by proxy and 
the votes of those so represented shall be counted in determining a 
quorum. 

5. Special meetings of the Foundation may be called by the Presi- 
dent or upon the written petition of ten or more members presented 
to the President. At least ten days notice of any special meeting shall 
be given to the members of the Foundation and of the Board of Trustees. 

6. All meetings of the Foundation and of the Board of Trustees 
shall be governed by the parliamentary rules laid down in Robert's 
“Rules of Order". 

Vv 
BOARD OF ADVISORS AND CONSULTANTS 
There shall be a Board of Advisors and Consultants of not more 


than fifty persons who shall be elected for two years by the Board of 


Trustees at its meeting immediately Subsequent to the annual meeting. 
Vacancies upon the Board of Advisors and Consultants caused by death 
or resignation shall be filled by the Board of Trustees. It shall be the 
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duty of the Board of Advisors and Consultants to consult with the Board 
of Trustees, the officers of the Foundation and, with the consent of 
the Board of Trustees, with the Headmaster of any school conducted by 
the Foundation, upon ways and means of carrying out the purposes of the 
Foundation as set forth in its certificate of incorporation. The Board of 
Advisors and Consultants shall elect a Chairman and Secretary from 
its members who shall respectively preside at its meetings and keep 
the minutes of the meetings and records of the Board. 
VI 
MEMBERS 
1. The persons named as incorporators in the Certificate of in- 
corporation, having contributed the sum of $5,000 in memory of Fleming 
Clark Goolsby, said fund to be known as the "Goolsby Fund" and to 
be used for the purposes and objects of the Foundation, and having given 
valuable services in the organization and establishment of the Foundation, 
shall be life members of the Foundation and each entitled to cast twenty- 
five votes at the annual meeting for the election of the Board of Trustees. 
Upon the death or resignation of any one of these three members, his or 
her twenty-five votes shall be divided equally between the survivors, 
who shall be entitled to cast the Same, and upon the death of the last 
survivor the seventy-five votes shall be divided amongst the other 
members in the ratio which the number of votes which each member 
has theretofore been entitled to cast bears to the total number of votes 


all such members have been entitled to cast. 
all such members have been entitled to cast. 


2. Any person who contributes the sum of $1,000, or any multiple 
thereof, may be elected by the Board of Trustees to life membership in 
the Foundation and, when so elected, shall be entitled to cast one vote 
at meetings of the Foundation for each $1, 000 contributed. Such member- 
ship with the votes represented thereby may be transferred or bequeathed 
to any person approved by the Board of Trustees. Upon the death or 
resignation of a member without transferring or bequeathing his member- 
ship such membership shall lapse. There may be only one transfer or 
bequest of a membership except as provided in Paragraph 1 hereof. 
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3. The Board of Trustees may by unanimous vote elect to 
membership persons who have contributed valuable service to the 
Foundation. Any such person shall be entitled to one vote in the annual 
and special meetings of the Foundation. 
vil 
DUTIES OF OFFICERS 
1. The President, and in his absence the Vice-President, shall 
preside at all meetings of the Foundation and of the Board of Trustees. 
The President shall exercise general supervision over the affairs of 


the Foundation and shall be ex officio a member of all committees and 


of the Board of Advisors and Consultants. 

2. The Secretary-Treasurer shall have charge of and keep all 
the records of the Foundation and shall attend to all disbursements and 
shall have charge of the funds and securities of the Foundation under 
the direction of the Board of Trustees. He shall keep the accounts of 
the Foundation and on request shall report at any meeting of the Board 
of Trustees the balance of any monies on hand and the outstanding 
obligations of the Foundation as far as practicable, and at the annual 
meeting report in full the receipts and disbursements of the previous 
year. He shall make disbursements of Foundation's funds only upon 
authorization of the Board of Trustees. He shall deposit the funds of 
the Foundation in such depository as shall be designated to him in 
writing by the Board of Trustees. The fiscal year of the Foundation 
shall begin May 1. The Secretary-Treasurer shall give notice of all 
meetings of the Foundation and all meetings of the Board of Trustees, 
and shall keep a record of such meetings and of the proceedings of the 
Foundation and of the Board of Trustees, and all other matters of 
which a record shall be deemed advisable by the Foundation or by the 
Board of Trustees. He shall conduct the correspondence of the Founda- 
tion and have charge of all documents. The records of the Secretary- 
Treasurer shall be open to the inspection of any member of the Board 
of Trustees at all reasonable times. He shall be the keeper of the seal 
of the Foundation. 
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3. The Board of Trustees shall have general charge of the affairs, 
funds and property of the Foundation, and it shall be the duty of the Board 
to carry out the purposes of the Foundation according to its charter and 


by-laws. It shall fix the compensation of all officers, advisors, con- 


Sultants, agents and employees of the Foundation. 

4. The Board of Trustees shall, at the meeting immediately 
subsequent to the annual meeting, elect a President, a Vice-President 
and a Secretary-Treasurer from amongst its members. 

vill 
DIVIDENDS. 

There shall be no declaration or distribution of dividends or other 
earnings or profits of the Foundation to any of its members or trustees. 
No part of the net earnings of the Foundation shall inure to the benefit 
of any private individual; provided, however, that this provision shall not 
prevent the payment of reasonable compensation for services rendered 
the Foundation nor the awarding of scholarships, prizes or other aids 
to encourage worthy young men to strive for scholarly attainment. 

Ix 
DISSOLUTION 

In the event of the dissolution of the Foundation, the assets thereof ) 
after the payment of all debts and obligations of the Foundation, shall be 
distributed amongst the members in the ratio which the amounts of 
money or property which each member has conttributed to the Foundation 
for the carrying out of its purposes bears to the total assets. 

x 
AMENDMENTS 

These by-laws may be amended by a majority vote of the members 
at any regular or special meeting of the Foundation provided notice 
that such amendment or amendments will be proposed and the nature 
thereof shall be given to the other members of the Foundation and to 
the members of the Board of Trustees at least ten days prior to the 
meeting at which the same shall be presented. 
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I, Ruth Chryst Goolsby, Secretary-Treasurer of the Service- 
Schools Foundation hereby certify that the foregoing is a true and 
correct copy of the by-laws of the corporation as adopted at the meeting 


of the incorporators on May 4, 1946. |For amendments adopted July 15, 


1947, see the following page]. 


/s/ Ruth Chryst Goolsby 
Secretary-Treasurer. 
Petitioner's Exhibit No. 3b 

On July 15, 1947 the by-laws of the corporation were amended. 

Paragraph 2 of Article III was amended so as to read as follows: 

2. The Board of Trustees shall meet two times annually, 
on the third Monday in May and the fourth Monday in December, 
unless such day is a legal holiday, in which event the meeting 
shall be held on the next succeeding day. Special meetings of the 
Board of Trustees may be called by the President. At least five 
days notice of special meetings shall be given tomembers of the 
Board. 

Article VI of the by-laws was amended by inserting after Para- 
graph 2 a new paragraph which was numbered 3, and by renumbering the 
old paragraph 3 "4" the inserted paragraph reads as follows: 

3. Any person elected to the Board of Advisors and Con- 
sultants shall during his term of office be a member of the 
Corporation and shall be entitled to one vote at any regular or 
special meeting of the Corporation. 


Petitioner's Exhibit No. 3c 


On October 31, 1956, by action of the Board of Directors the by- 
laws were amended as follows: 
In paragraph 1, Article II, the second sentence was amended by 
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striking out the word "three" and substituting therefor the word "five", 

On the same date Article IX of the by-laws was repealed and a 
new article substituted therefor as follows: 

"If for any reason the Board of Trustees determines that it is 
not advisable, possible, or practicable to continue the conduct of a : 
school in order to carry out the corporate purpose, thereupon the assets 
of the corporation shall be sold either by the corporation of the Board 
of Trustees as liquidating trustees in dissolution, for such price and 
on such terms as may be fixed by the trustees. Out of the proceeds of 
the sale there shall first be paid all corporate debts, obligations, and 
liabilities, and the balance of such proceeds shall be paid over as 
follows: 

Each person who has at any time contributed money or property 
to the corporation may, in the manner hereinafter provided, have the 
right to designate a school, college, university, or educational founda- 
tion or fund which is not organized or operated for private gain, as 
such is legally defined, to receive such portion of such proceeds as bears 
the same ratio to the entire assets of the corporation as the amount of 
money or property which such donor has contributed by all donors. 

Such designation may be evidenced by a statement in writing delivered 
to the trustees of the corporation at the time such donation is made or at 
any time between the time of the donation and the distribution. Such 
designation may be changed by a donor at any time prior to distribution. 


A donor may make such designation in his or her will and if a donor 


is deceased at the time of such distribution the designation in his or 

her will shall control. Any portion of such proceeds for which designa- 
tion has not been made shall be distributed to such institutions so 
organized as the Board of Trustees may direct. In any such distribution 
Robert E. M. Goolsby and Ruth Chryst Goolsby shall be entitled to be 
taken and considered as having each donated $40, 000. 00, and no donor 
shall be taken or considered to have donated less than $1, 000. 00." 


Petitioner's Exhibit No. 4 


Government of the District of Columbia 


Washington 4, D. C. June 15, 1948 


ORDERED: 

That under the provisions of Public Law 846 - 77th Congress, 
approved December 24, 1942, Lot 34 in Square 2548, assessed to the 
Services-Schools Foundation, be noted on the records of the Assessor 
as exempt from taxation, said exemption to begin on July 1, 1947. 

By order of the Board of Commissioners, D.C. 


/s/ G. M. Thornett 
Secretary to the Board. 
Official copy furnished. 


Auditor 

G. A.O. 

Assessor 
Arrears 
Coll. of Taxes 

Cac. 

Mr. Dean Hill Stanley, 
Shoreham Bldg. 

Mr. Robert E.M. Goolsby 
1811 Biltmore St., N. W. 


Petitioner's Exhibit No. 5 


Government of the District of Columbia 
Washington 4, D. C. 


June 21, 1956 


SUBJECT: Exemption from Real Estate Taxes 
Office of the Assessor 
ORDERED: 


That Commissioners' Order No. 709313, dated June 15, 1948, 
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A. O. #5294, exempting from taxation Lot 34 in Square 2548, assessed 
to the Services-Schools Foundation, is hereby rescinded; and 


Said Lot 34 in Square 2548, assessed to the Services-Schools 


Foundation, is hereby restored to a taxable status, effective July 1, 
1956. 
By order of the Board of Commissioners, D. C. 
/s/ G. M. Thornett 
Secretary to the Board 


Official copy furnished: 

Acct. 

Assessor 

CAC. 

Coll. of Taxes 

Mr. DeNeale 

Mr. James L. Martin 

Services-Schools Foundation 
1811 Biltmore St., N.W. 

Personnel 


Petitioner's Exhibit No. 6 


Government of the District of Columbia 
Washington 4, D. C. 


July 3, 1956 


Mr. Robert E. M. Goolsby 
President, 

The Service Schools Foundation 
1811 Biltmore Street, N. W. 
Washington 9, D.C, 


Dear Mr. Goolsby: 


Further reference is made to your request of July 20, 1955, that 
Lot 814, Square 2549 and Lot 59, Square 2546, be exempt from real 
property taxation. 
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In reply, you are advised that at their Board Meeting on June 21, 
1956, based on an opinion of the Corporation Counsel, the Commissioners 
deniec your request. 

You are further informed that the Commissioners at their Board 
Meeting on June 21, 1956 decided that Lot 34 in Square 2548, which is 
presently exempted from real property taxation, should be restored to 
a taxable status, effective on and after July 1, 1956. 

Sincerely yours, 
/s/ G. M. Thornett 


Secretary 
Board of Commissioners, D.C. 


Petitioner's Exhibit No. 7 


January 31, 1957. 


The Honorable, 

The Commissioners of the District of Columbia, 
District Building, 

Washington, D.C. 


Attention: Lawrence Egan, Esquire, 
Office of the Assessor. 


In re: Application for Exemption of 
Lot 34, Square 2548, 1811 Biltmore Street, N. W. 
Lot 814, Square 2549, 1854 Biltmore Street, N. W. 
Lot 59, Square 2546, 1963 Biltmore Street, N. W. 
Lot 58, Square 2546, 1961 Biltmore Street, N. W. 
Lot 419, Square 2546, 1906 Biltmore Street, N. W. 


Gentlemen: 

Application is hereby made by The Service Schools Foundation, 
a corporation, for exemption from real property taxes on the above- 
described improved real property for the fiscal year ending June 30, 
1958. 

The applicant is a corporation, organized under what is now 


142 
Chapter 6 of Title 29 (1951 edition) of the District of Columbia Code, as 
an educational association. 

Exemption is claimed under Section 47-801a(j) and 47-801a(r). 

The applicant became the owner of 1811 Biltmore Street, N. W., 
early in 1946 and was granted exemption from real property taxes by 
the Commissioners as of July 1, 1947. This action by the Commis- 
sioners was rescinded and the property restored to taxable status ef- 
fective July 1, 1956. 

On July 3, 1956, the Commissioners denied an application of 
the petitioner for exemption of the second and third pieces of real 
property listed above. The fourth and fifth pieces of property were 
acquired in September, 1956. No application has before been made for 
the exemption of the fourth and fifth pieces of real property. 

It is understood that the primary reason for the restoration of the 
first piece of real property to the tax roles and the denial of the applica- 
tion for exemption of the second and third pieces of real property was 
on the ground that because a provision of the by-laws provided that 
upon dissolution the assets after payment of debts were distributable to 


members, thus, in the opinion of the Commissioners, allowing profit 


to accure to private persons. 

Since the latest action of the Commissioners respecting the 
exemption of these properties, both the certificate of incorporation and 
the by-laws have been amended so as to eliminate what seems to be the 
objection to exemption. 

Enclosed herewith is'a copy of the amendment to the certificate 
of incorporation and a copy of the amendment to the by-laws relating 
to the method of distribution of assets should the corporation be dis- 
solved. An examination of these will indicate that upon dissolution, 
should such take place, the net assets would be distributable only to 
other institutions qualifying for exemption from taxes under the provisions 
of the law involved. 

Incidentally, it might be well to point out that the provision of the 
original by-laws, as to dissolution, is probably void because the original 
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charter provides that the term for which the corporation is organized 
is perpetual and further that "no part of the net earnings of the corpora- 
tion shall inure to the benefit of any private individual. " 

It is understood that for reconsideration of this matter in view 
of these changes it will not be necessary for the applicant to submit a 
copy of the original certificate of incorporation or a copy of the original 
by-laws since copies of these documents have been submitted on several 
occasions before. However, should you require such copies the appli- 
cant will be very pleased to supply them. 

As will appear from its certificate of incorporation, the corpora- 
tion, amongst other activities, conducts a school for the preparation 
of young men for entrance examinations to the United States Military 
Academy, United States Naval Academy, the Coast Guard Academy, and 
the Air Force Academy. This institution is not organized or operated 
for private gain and embraces the generally recognized relationship 
of teacher and student. For full facts upon this subject the Commis- 
sioners are respectfully referred to the stenographic transcript of the 
trial in the Tax Court for the District of Columbia, when the question of 
exemption of the first three properties was presented. The by-laws and 
certificate of incorporation were amended subsequent to the assessment 
of taxes upon all of these properties. This stenographic transcript is 
undoubtedly on file in the Corporation Counsel's office; probably in the 
office of Mr. Donnella who represented the District of Columbia at the 
trial. 

All of these properties are used in the operation of the school. 
The acquirement of additional properties since the organization of the 
corporation has been made necessary by the large increase in enroll- 
ment. 

At the present time the enrollment is 130 boarding students and 
7 day students. The tuition including board and other facilities for 
boarding students is approximately $1550.00 per school year, and for 
the day students approximately one-half of this amount. 


The corporation operates the school under the name of Columbian 
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Preparatory School. It conducts a one year course of study in its 
various courses extending from September through May of the following 
year, and a summer tutoring course extending over a period of five 
weeks. Approximately 40 classes are conducted each day during the 
school year. The school has 10 full-time teachers and 10 part-time 
teachers including the President of the corporation who is Headmaster 
of the school. 

The following subjects are taught: 


Spelling 

High School and College Algebra 
Plane and Solid Geometry 
Physics 

Chemistry 

Plane and Spherical Trigonometry 
Descriptive Geometry 

Mechanical Drawing 

Plane and Solid Analytical Geometry 
Calculus 

French 

Spanish 

German 

Heading Comprehension and Speed 
United States History 

English and American Literature 
Grammar and Composition 


The trustees of the foundation are the following: 


R. E. M. Goolsby, President 

Ruth Chryst Goolsby, Secretary-Treasurer 
Joseph D. Dubuque, Vice President 
Admiral R. W. Holsinger (Rtd. ) 


In addition to the trustees who are members of the corporation, the 
following are life members thereof: 


Benjamin Regardi, One Vote 

Stanley A. Moreau 

Dr. Robert Floyd Williams, One Vote 
Joseph D. Dubuque, One Vote 

Mr. and Mrs. Goolsby have divided 
between them 75 votes. 


In connection with the foregoing it should be pointed out that votes 


and life membership may be acquired by donations to the foundation, one 
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vote for each $1, 000. 00 donated. 
The following are members of the Board of Advisors and Con- 
sultants provided for in the by-laws: 
Capt. M. W. Callahan, Washington, D.C. (Rtd.) 
Col. E. A. Routheau, 
Zebulon L. Macmillan, 
John Dagilaitis, 
John I, Burton 
Mr. Goolsby as President and Headmaster receives a salary of 
$375.00 per month, and Mrs. Goolsby as Secretary-Treasurer and in 
charge of all the clerical work of the corporation receives a salary 
of $200.00 a month. Mr. and Mrs. Goolsby in addition occupy two rooms 
in one of the buildings and have their meals from the school kitchen. 
One teacher lives at the school. 
I enclose herewith a financial report of the corporation for the 
ten fiscal years ended May 31, 1956, and a statement of income and 
expenditures for the same period. 
There is no stock in the corporation and no person shares in its 
profits, if any. 
It is respectfully submitted that the amendment to the certificate 
of incorporation and the by-laws should overcome the Commissioners’ 
objection to the exemption of these properties. If these properties are 
not exempt, it is difficult to imagine how any educational institution could 
comply with the exemption provisions of the District of Columbia Code and 
yet it is palpably apparent that the Congress intended that educational 
institutions should be exempt from taxation. 
It is respectfully submitted that all of this real property should be 
certified by the Commissioners as exempt from taxation. 
Respectfully submitted, 


THE SERVICE SCHOOLS 
DHS:G FOUNDATION 
Enclosures By 


"Robert E.M. Goolsby, 
President. 


Dean Hill Stanley, Shoreham Building, Washington, D.C. 
Attorney for The Service Schools Foundation. 


Petitioner's Exhibit No. 8 


Government of the District of Columbia 
Washington 4, D. C. 


February 6, 1957 


Mr. Dean Hill Stanley 
Shoreham Building 
Washington 5, D C. 


Dear Mr. Hill: 


This will acknowledge your letter of January 31, 1957, addressed 
to the Commissioners of the District of Columbia, onbehalf of The 
Service Schools Foundation, requesting exemption from real property 
taxes on the following improved real property for the fiscal year ending 
June 30, 1958: 


Lot 34, Square 2548, 1811 Biltmore Street, N. W. 
Lot 814, Square 2549, 1854 Biltmore Street, N. W. 
Lot 59, Square 2546, 1963 Biltmore Street, N. W. 
Lot 58, Square 2546, 1961 Biltmore Street, N. W. 
Lot 419, Square 2549, 1906 Biltmore Street, N. W. 


Your letter has been referred to the Assessor for consideration. 
Sincerely yours, 
/s/ G. M. Thornett 


Secretary, 
Board of Commissioners, D.C. 


Petitioner's Exhibit No. 9 


Government of the District of Columbia 
Department of General Administration 


September 4, 1958 


Case No. 5294 & 6020 


Mr. R. E. M. Goolsby, 
1811 Biltmore St., N.W., 
Washington 9, D.C. 


Dear Sir: - 


Reference is made to your application for exemption of (Listed below) 
The law requires that the Finance Officer render tax bills in the ordinary 
manner even if requests for exemption are pending. Further, under 
existing law, as construed by the Tax Court for the District of Columbia, 
an application for exemption of real property does not extend the time 
within which an appeal from a real property assessment may be made 
to that Court. 
The application is under consideration at this time. If the application 
is denied and if payment of the enclosed tax bill for the fiscal year 1959 
is withheld in the meantime, the penalty for late payment will be waived. 
Very truly yours, 
/s/ Allison W. Shell 
Supervisor 
Property Tax Records Section 


Lots 58 & 59 in Square 2546 
Lot 34 in Square 2548 
Lot 419 in Square 2549 


Assessed to Service-Schools Foundation. 


Petitioner's Exhibit No. 10 
THIS CONTRACT AND AGREEMENT made by and between PAUL W. 
PUHL, hereinafter called the vendor, and ROBERT E. M. GOOLSBY, 
hereinafter called the vendee, 
WITNESSETH: That, WHEREAS, the vendor has agreed 
to sell and the vendee herein has agreed to purchase the business, good 


will and the trade name or names of the school business of preparing 
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boys for the Civil Service competitive examinations for Congressional 
appointments to the United States Military and Naval Academies, and 
of preparing boys for entrance to said academies, now operated by 
vendor at 1443-45 Rhode Island Avenue, Northwest, Washington, 
District of Columbia, and at various times known and advertised as 
“Columbian Preparatory School", 'Puhl's'’, and 'Puhl's Columbian 
Preparatory School", in and upon the following conditions and none 
other: 

1. That the vendee shall pay the vendor the total and aggregate 
sum of Six Thousand Dollars ($6,000.00) cash for said business, good 
will and trade names, which sum shall be payable One Thousand Dollars 
($1, 000. 00) upon the signing and execution of this agreement of sale and 
the balance, to wit: the sum of Five Thousand Dollars ($5, 000. 00) on 
April 25, 1946. 

2. That the vendee shall become the owner, with the right to 
use the same, of the names "Columbian Preparatory School", '"Puhl's", 
"Puhl's Columbian Preparatory School", or any combination thereof, 
provided, however, that if either of the last two names is used in ad- 
vertising or literature relating to the school, they will be used as a 
secondary designation for, and in conjunction with, "Columbian Prepara- 
tory School”, and will be immediately preceded by one of the following 
words or phrases, to wit: "formerly known as", "formerly called", 
“formerly also called", or "formerly also known as", and provided 
further, that the vendee will not, under any circumstances, use, involve, 
incur or offer the credit, liability, obligation or promise to pay of 
Paul W. Puhl, the vendor, and the person referred to in the trade 
name ''Formerly Puhl's Columbian Preparatory School"; and, the 
vendee will not, under any conditions whatsoever, expose, endanger or 
render the said Paul W. Puhl liable for any action in tort or damage, of 
any nature whatsoever. 

3. That the vendee shall receive any and all undistributed cata- 
logues published by Paul W. Puhl as principal and owner of the 


Columbian Preparatory School, upon the condition that there appear 
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upon the cover and on one page of the interior of said catalogue, or 
catalogues, a rubber stamp impression reading as follows: 


"Mr. Paul W. Puhl, formerly principal 

and owner of the Columbian Preparatory Schools, 

on April 25, 1946, transferred all his interest in 

the school to Robert E. M. Goolsby, who for over 

fourteen years has been a member of the teaching 

staff of the school, and Mr. Puhl, therefore, term- 

inated all connection with the school. In token, 

however, of Mr. Puhl's long service in the school, 

his continuing sympathy for its objectives, and his 

sincere interest in its future there has been con- 

ferred upon him and accepted by him the honorary 

title of Principal Emeritus." 

That catalogues to be printed and engraved in the future shall not state, 
or represent in any way, that the vendor is connected with or responsible 
for the conduct or operation of any school operated by the vendee. 

4. That the vendor will execute an affidavit in conformity with 
the Sales in Bulk Act. 

5. That the vendor will not, as principal or owner, either directly 
or indirectly, engage in the operation of any school engaged in, or which 
represents itself as engaged in, the preparation of boys and young men 
for the entrance examinations for the United States Naval and/or Military 
Academies, for a period of five (5) years from April 25, 1946; and the 
said vendor will not engage, as a teacher or instructor of any subject 
whatsoever in any such school for a period of two (2) years from 
April 25, 1946, except that the said vendor will not be barred from 


teaching in any school which offers a general curriculum and is not 


confined to the intensive training in preparation for the entrance exami- 


nations to the Naval and/or Military Academies, even though said school 
should conduct an auxiliary department offering such intensive training 

in preparation for the entrance examinations for said Military and Naval 
Academies, the said vendor promising not to participate in any capacity 
in said auxiliary department. (The word "teacher" shall include the 
actual academic effort in offering instruction, as well as the participation 
in offering or tendering any advice in any pedagogical effort). 
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boys for the Civil Service competitive examinations for Congressional 
appointments to the United States Military and Naval Academies, and 
of preparing boys for entrance to said academies, now operated by 
vendor at 1443-45 Rhode Island Avenue, Northwest, Washington, 
District of Columbia, and at various times known and advertised as 
“Columbian Preparatory School", 'Puhl's", and ''Puhl's Columbian 
Preparatory School", in and upon the following conditions and none 
other: 

1. That the vendee shall pay the vendor the total and aggregate 
sum of Six Thousand Dollars ($6, 000.00) cash for said business, good 
will and trade names, which sum shall be payable One Thousand Dollars 
($1, 000. 00) upon the signing and execution of this agreement of sale and 
the balance, to wit: the sum of Five Thousand Dollars ($5,000. 00) on 
April 25, 1946. 

2. That the vendee shall become the owner, with the right to 
use the same, of the names "Columbian Preparatory School", "Puhl's"”, 
"Puhl's Columbian Preparatory School", or any combination thereof, 
provided, however, that if either of the last two names is used in ad- 
vertising or literature relating to the school, they will be used as a 
secondary designation for, and in conjunction with, "Columbian Prepara- 
tory School”, and will be immediately preceded by one of the following 
words or phrases, to wit: "formerly known as", "formerly called", 
“formerly also called", or "formerly also known as", and provided 
further, that the vendee will not, under any circumstances, use, involve, 
incur or offer the credit, liability, obligation or promise to pay of 
Paul W. Puhl, the vendor, and the person referred to in the trade 
name "Formerly Ruhl's Columbian Preparatory School"; and, the 
vendee will not, under any conditions whatsoever, expose, endanger or 
render the said Paul W. Puhl liable for any action in tort or damage, of 
any nature whatsoever. 

3. That the vendee shall receive any and all undistributed cata- 
logues published by Paul W. Puhl as principal and owner of the 


Columbian Preparatory School, upon the condition that there appear 
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upon the cover and on one page of the interior of said catalogue, or 
catalogues, a rubber stamp impression reading as follows: 


"Mr. Paul W. Puhl, formerly principal 

and owner of the Columbian Preparatory Schools, 

on April 25, 1946, transferred all his interest in 

the school to Robert E. M. Goolsby, who for over 

fourteen years has been a member of the teaching 

staff of the school, and Mr. Puhl, therefore, term- 

inated all connection with the school. In token, 

however, of Mr. Puhl's long service in the school, 

his continuing sympathy for its objectives, and his 

sincere interest in its future there has been con- 

ferred upon him and accepted by him the honorary 

title of Principal Emeritus." 

That catalogues to be printed and engraved in the future shall not state, 
or represent in any way, that the vendor is connected with or responsible 
for the conduct or operation of any school operated by the vendee. 

4. That the vendor will execute an affidavit in conformity with 
the Sales in Bulk Act. 

5. That the vendor will not, as principal or owner, either directly 
or indirectly, engage in the operation of any school engaged in, or which 
represents itself as engaged in, the preparation of boys and young men 
for the entrance examinations for the United States Naval and/or Military 
Academies, for a period of five (5) years from April 25, 1946; and the 
said vendor will not engage, as a teacher or instructor of any subject 
whatsoever in any such school for a period of two (2) years from 
April 25, 1946, except that the said vendor will not be barred from 
teaching in any school which offers a general curriculum and is not 
confined to the intensive training in preparation for the entrance exami- 
nations to the Naval and/or Military Academies, even though said school 
should conduct an auxiliary department offering such intensive training 
in preparation for the entrance examinations for said Military and Naval 
Academies, the said vendor promising not to participate in any capacity 
in said auxiliary department. (The word "teacher" shall include the 


actual academic effort in offering instruction, as well as the participation 


in offering or tendering any advice in any pedagogical effort). 
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Either one or both of the above restraints on engaging as principal 
and owner and/or teacher may be waived by a consent in writing from 
the vendee herein, Robert E. M. Goolsby, at any time within the 
respective limitations. 

6. The vendor will deliver to the vendee all moveable equipment 
now used by the vendor in his physics and chemistry laboratory without 
any extra cost whatsoever, not to include any equipment which is un- 
detachable or in any wise connected with the plumbing system or physical 
structure of the buildings 1443-45 Rhode Island Avenue, Northwest, 
Washington, D.C. 

7. That the vendee does hereby regard his services as a teacher 
and instructor in the employ of vendor terminated as of April 25, 1946, 
and that he will, in consideration of the several covenants herein con- 
tained, agree to surrender possession of those portions of said premises, 
1443-45 Rhode Island Avenue, Northwest, occupied by him and his wife 
on a date not later than May 5, 1946. 

8. This agreement is binding upon the personal representatives 
and assigns of the vendor and vendee hereof. 

9. This contract is executed in duplicate. 

SIGNED, SEALED and DELIVERED this 17th day of April, A.D. 
1946. 

/s/ Paul W. Puhl (Seal) 
/s/ Robert E. M. Goolsby (Seal) 


|Vertification dated April 17, 1946] 


Petitioner's Exhibit 11 
ASSIGNMENT AND AGREEMENT 
KNOW ALL MEN BY THESE PRESENTS: 
WHEREAS, Robert E. M. Goolsby, named in the instrument to 
which this paper is annexed and which was executed April 17, 1946, 
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became the owner of the names "Columbian Preparatory School", “Puhl's", 
and ''Puhl's Columbian Preparatory School", together with the business 
and good will connected with said names, and 

WHEREAS, The Service Schools Foundation, an educational as- 
sociation organized under the laws of the District of Columbia, desires 
to acquire said names, business, and good will, and all other rights, 
privileges, and property acquired by said Robert E. M. Goolsby 
pursuant to said contract, and 

‘WHEREAS, Robert E. M. Goolsby, upon the considerations here- 
inafter named, is ready and willing to transfer to The Service Schools 


Foundation the said names, business, and good will, and all rights, 


privileges, and property acquired by him pursuant to said contract, 
NOW THEREFORE, in consideration of the sum of Thirteen 
Thousand, Five Hundred & 00/100 Dollars ($13,500. 00), payable to 
said Robert E. M. Goolsby by said The Service Schools Foundation, 
Three Thousand, Five Hundred & 00/100 Dollars ($3, 500. 00) upon the 
execution hereof, and Two Thousand & 00/100 Dollars ($2, 000. 00) 


annually for five years, the first of said payments of Two Thousand & 
00/100 Dollars ($2, 000. 00) to be made June 1, 1958, all of which pay- 
ments the said The Service Schools Foundation does hereby agree to 
make, the said Robert E. M. Goolsby does hereby and by these presents 
sell, assign, transfer, and set over unto said The Service Schools 
Foundation, its successors and assigns, all right, title and interest in 
the said names and all good will connected therewith, and every right, 
title, and interest which said Robert E. M. Goolsby acquired under said 
contract, and said Robert E. M. Goolsby does further sell, assign, 
transfer, and set over unto the said The Service Schools Foundation, its 
successors and assigns, the said instrument and all right, title, and 
interest in and to the same, authorizing The Service Schools Foundation 
in its name, or otherwise, but at its own cost, charge, and expense, 

to enforce the same according to the tenor thereof and to take all legal 
measures which may be proper and necessary for the complete re- 
covery and enjoyment of all rights and incidents thereunto belonging. 
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IN WITNESS WHEREOF, The Service Schools Foundation has caused 

its corporate name to be hereunto subscribed by Joseph G. Dubuque, its 
Vice President, and its corporate seal to be hereto affixed and attested 
by Ruth Chryst Goolsby, its Secretary, and has appointed Joseph G. 
Dubuque its attorney in fact, the same to acknowledge and deliver ac- 
cording to law; and Robert E. M. Goolsby has hereunto signed his name 
and affixed his seal, all in duplicate, this 14th day of January, 1958. 

THE SERVICE SCHOOLS FOUNDATION 


By /s/ Joseph G. Dubuque 
Vice President 


/s/ Robert E M. Goolsby (SEAL) 


[Verification and Jurat dated January 14, 1958] 


Petitioner's Exhibit 12 


REGULAR MEETING OF THE BOARD OF TRUSTEES 
Time: June 17, 1957, 2:30 p.m. 

Place: 1854 Biltmore Street, N.W., Washington, D.C. 
Present: Board of Trustees 


R. E. M. Goolsby, Pres. 

Dr. Joseph G. Dubuque, Vice-Pres. 
Ruth C. Goolsby, Sec. -Preas. 
Admiral R. W. Holsinger, Member 


Board of Advisors and Consultants 


Col. E. A. Routheau 
Capt. M. W. Callahan 
John S. Dagilaitis 
Zebulon L. Macmillan 


_ The meeting was called to order by Mr. Goolsby. The minutes of 
the last meeting were read by the Secretary and unamimously approved 
by the Board of Trustees. 
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Upon the motion made by Admiral Holsinger and seconded by Mrs. 
Goolsby, the officers for the preceding year were re-instated in office 
for the ensuing year. This motion was unanimously carried by the Board. 

Mr. Goolsby brought up the subject of broadening the membership 
of the Foundation as one means of securing continuity and stability 
of the school. Mr. Goolsby suggested that permanent members of the 
faculty be included as Members as well as other persons qualified and 
having a genuine interest in the Foundation's work. Dr. Dubuque moved 
that Mr. Macmillan, Mr. Dagilaitis, Col. Routheau, Capt. Callahan, 
and J. I. Burton be elected Members of the Corporation, subject to the 
approval of each. This motion was seconded by Mr. Goolsby and was 
unanimously carried by the Board. Mr. Dagilaitis and Mr. Macmillan 
accepted membership immediately. 

Mr. Goolsby brought up the question of the purchase of the old 
Stuyvesant School at Warrenton, Virginia. The Stuyvesant School 
property is to go up for sale by the Trustees on June 22, and there 
seems to be a distinct chance of its being purchased for the Foundation 
by the group headed by H. McCoy Jones. After some discussion Mr. 
Goolsby asked the Board of Advisors as well as the Board of Trustees to 
give the matter serious thought before a possible second meeting of the 
Board of Trustees. They were asked to think of a possible school 


organization in Warrenton on the basis of 75 boys at Columbian and 75 


boys at Warrenton each year. They were also asked to consider two 


other points: 1. The willingness of teachers, at certain times of the 
school year, to commute daily for a month at a time with car or car 
expenses furnished; 2. If teachers were not willing to commute as 
above, how much more per month would teachers require if they were 
hired by the Foundation up to the March College Board exams only. 

Mr. Goolsby then brought up the question of the case pending 
settlement involving the tax exemption of the Foundation. He pointed 
out that one of the arguments of the District Government opposing tax 
exemption involved the fact that the name "Columbian Preparatory 
School" is owned personally by himself, though the Foundation had been 
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given the use of the name for a theoretical charge of $1.00 a year. Mr. 
Goolsby pointed out that his intention in establishing the Foundation was 
to establish a Corporation that would be tax exempt and that would be 
perpetual etc. Mr. Goolsby then offered to sell the name "Columbian 
Preparatory School" and all of his interest and good-will purchased from 
Raul W. Puhl in the spring of 1946 (for $6000. 00) for $13, 500. 00, 
$3500. 00 of which is payable in cash before the end of the current year 
and the remainder of which is payable at $2000. 00 a year without in- 
terest in five equal installments in five successive years beginning 
June 1, 1958. Mr. Goolsby offered to sell the above according to the 
aforementioned terms as of June 1, 1957. Dr. Dubuque moved that 
Mr. Goolsby's offer be accepted immediately as of June 1, 1957, and 
that the transfer be legally binding as of this date and that the school 
lawyer, Dean Hill Stanley, be instructed to draw up the necessary papers 
for record. Admiral Holsinger seconded the motion, and it was un- 
animously carried by the Board of Trustees. 

In view of the unsettled business relating to the Stuyvesant School 
property, Mr. Goolsby made a motion that the meeting of the Board of 
Trustees be recessed until some convenient later date, when the 
Stuyvesant question would be more definitely settled and the financial 
statement for the school year just ended would be available from the 
school auditor. This motion was seconded by Dr. Dubuque and un- 
animously carried. 

There being no further business, the meeting was recessed by 


the President according to the above motion. 


/s/ Ruth C. Goolsby, Sec. -Treas. 
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PETITIONERS' EXHIBIT 13 


AGREEMENT TO SELL 

THIS AGREEMENT entered into this 14th day of January, 1958, 
by and between The Service Schools Foundation, a corporation or- 
ganized and existing under the laws of the District of Columbia, (here- 
inafter referred to as the School), and Robert E. M. Goolsby, (herein- 
after referred to as Goolsby), WITNESSETH: 

1. Upon the consideration hereinafter stated the School hereby 
agrees to sell and convey to Goolsby the real property owned by the 
School and described on the land records of the District of Columbia 
as Lot 814, Square 2549, improved by premises known as 1854 Biltmore 
Street, Northwest, Washington, D. C. 

2. The said real property will be conveyed to Goolsby subject to 
a first deed of trust to secure a promissory note made by the School, 
dated January 13, 1955, payable to Edwin B. and Frances S. Behrend, 
upon which there was a balance due as of January 5, 1958, of Fourteen 
Thousand, Seven Hundred Forty One & 95/100 Dollars ($14, 741.95). 

3. The purchase price of said property shall be Twenty Five 
Thousand & 00/100 Dollars ($25, 000. 00), payable in the following 
manner: 

(a) The portion of the purchase price represented by the 
difference between Twenty Five Thousand & 00/100 Dollars ($25, 000. 00) 
and said Fourteen Thousand, Seven Hundred Forty One & 95/100 
Dollars ($14, 741.95) or Ten Thousand, Two Hundred Fifty Eight & 
05/100 Dollars ($10, 258. 05) shall be credited upon a promissory note 
made by the School, dated January 1, 1956, payable on demand after 
date thereof to R. E. M. Goolsby and other heirs of Mrs. Frances M. 


Goolsby or their assigns or heirs in the amount of Eighteen Thousand, 
Four Hundred & 00/100 Dollars ($18, 400. 00), with interest at Six 

Per Cent (6%) per annum, there being no other heirs or assigns thereof 
of Mrs. Frances M. Goolsby. 
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(b) Goolsby agrees to execute and deliver, and the School 
agrees to accept a lease for said property for the term beginning Janu- 
ary 14, 1958, and ending May 31, 1959, at a rental of One Dollar ($1.00) 
for said term, said lease to be conditioned upon the School making all 
the payments herein provided for and further during said period paying 
all taxes and assessments levied on said property, all charges for heat, 
light, and water, and all repairs of every kind, character, or descrip- 
tion necessary to maintain the said property in the condition in which it 
now exists and to make all additions to said property which the School 
may require except structural changes. 

(c) The School shall continue to make payments upon the said 
note secured by a first trust upon said real property until the amount of 


such future payments shall equal Thirteen Thousand, One Hundred Forty 

One & 95/100 Dollars ($13, 141.95), (the sum of the balance due upon 

said note of Eighteen Thousand, Four Hundred & 00/100 Dollars ($18, 400.00) J 
and Five Thousand & 00/100 Dollars ($5,000.00) unpaid salary owed to ° | 


Goolsby by the School) with interest at Six Per Cent (6%) upon said Five “| 
Thousand & 00/100 Dollars ($5,000.00) thereof from J anuary 1, 1958, and | 
upon Eight Thousand, One Hundred Forty One & 95/100 Dollars ($8, 141.95) 
from June 1, 1958, or shall equal the amount due upon said note secured 
by said deed of trust upon said real property, whichever is lesser. Said 
payments beginning with the February, 1958, payment shall be credited 
against such amounts owed by the School to Goolsby. If the amounts owed 
to Goolsby by the School are insufficient to discharge said note secured by 
deed of trust upon said property, then the remaining payments upon said 
note shall be paid by Goolsby. 
(d) Revenue stamps, if any, tax certificate, conveyance, 

notary fees, and all record charges are to be at the cost of Goolsby. 

4, This contract is executed in duplicate. 

IN WITNESS WHEREOF, The Service Schools Foundation has caused 
its corporate name to be hereunto subscribed by Joseph G. Dubuque, its 
Vice President, and its corporate seal to be hereunto affixed and attested 
by Ruth Chryst Goolsby, its Secretary, and has appointed the said Joseph 
G. Dubuque its attorney in fact, the same to acknowledge and deliver ac- 
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cording to law, and Robert E. M. Goolsby has hereunto signed his name 
and affixed his seal, all in duplicate, the day and year first hereinbefore 
written. THE SERVICE SCHOOLS FOUNDATION 


By /s/ Joseph G. Dubuque, 
Vice President 


/s/ Robert E. M. Goolsby (SEAL) 


ATTEST: 


/s/ Ruth Chryst Goolsby 
Secretary 


[Verification and Jurat dated January 14, 1958] 


Corporation Deed Book 10984 Page 97 Jan. 17, 11;40 A.M. ‘50. 
Petitioner’sExhibit 14 


THIS DEED 

Made this 14th day of January, in the year one thousand nine 
hundred and fifty eight, by and between The Service Schools Foundation, 
a corporation organized and existing under the laws of the District of 
Columbia, acting pursuant to authority given by a vote of a majority of its 
trustees at a meeting called for the purpose, party of the first part, 
and Robert E. M. Goolsby, party of the second part. 

Witnesseth, that for and in consideration of the sum of Ten & 
00/100 ($10. 00) Dollars, receipt whereof is hereby acknowledged,the 
said party of the first part does grant unto the said part of tiie second 
part, in fee simple, the following described land and premises, situate 
in the City of Washington, District of Columbia, and known and dis- 
tinguished as Lot 814, Square 2549, on the land records of the District 
of Columbia and improved by premises known as 1854 Biltmore Street, 
Northwest, Washington, District of Columbia. 

|Tax Stamps] 
together with all and singular the ways, easements, rights, privileges 
and appurtenances to the same belonging or in anywise appertaining, 
and all the estate, right, title, interest, and claim, either at law or in 
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equity, or otherwise however, of the said party of the first part, of, in, 
to, or out of said land and premises. 

Said real property and premises are conveyed subject to.a first 
deed of trust thereon given to secure the payment of a promissory note 
made by the party of the first part, dated January 13, 1955, payable 
to Edwin B. and Frances S. Behrend, upon which there is a balance 
due as of January 5, 1958, of Fourteen Thousand, Seven Hundred 
Forty One & 95/100 Dollars ($14, 741. 95). 

And the said party of the first part covenants that it will warrant 
specially the property hereby conveyed, and that it will execute such 
further assurances of said land as may be requisite or necessary. 

In Testimony Whereof, the said The Service Schools Foundation 
hath on the 14th day of January, A.D. 1958, caused these presents to 
be signed by Joseph G. Dubuque its Vice President attested by Ruth 
Chryst Goolsby, its Secretary, and its corporate seal to be hereunto 
affixed; and doth hereby appoint Joseph G. Dubuque its true and lawful 
attorney in fact to acknowledge and deliver these presents as its act 
and deed. 


THE SERVICE SCHOOLS FOUNDATION 
By _/s/ Joseph G. Dubuque, Vice Pres. 


[SEAL] 


Attest: 
/s/ Ruth Chryst Goolsby, Secretary 


[Verification and Jurat dated January 14, 1958] 


Petitioner's Exhibit 15 
LEASE 
THIS LEASE made this 14th day of January, A.D., 1958, by and 
between Robert E. M. Goolsby, party of the first part, hereinafter 
referred to as the "lessor", and The Service Schools Foundation, a 
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corporation organized and existing under the laws of the District of 
Columbia, party of the second part, hereinafter referred to as the 
"lessee", which word and all pronouns referring thereto shall be 
construed as including its successors and assigns. 

WITNESSETH, that for and in consideration of the covenants, 
conditions, and agreements herein contained by the lessee to be per- 
formed, and in consideration of the rent hereinafter reserved and agreed 
to be paid, the lessor has leased, and by these presents does lease 
unto the lessee Lot 814, Square 2549, as described on the land records 
of the District of Columbia, and improved by premises known as 1854 
Biltmore Street, N.W., Washington, D.C. 

TO HAVE AND TO HOLD the said premises for the uses herein 
specified for a term beginning the 15th day of January, 1958, and 
ending the 31st day of May, 1959. 

PAYING as rent therefor the term rent of One Dollar ($1. 00) receipt 
of which is hereby acknowledged, 

PROVIDED, and these presents are executed upon each and all 
of the following conditions: 

1, That the lessee will make all payments upon a promissory 
note dated January 13, 1955, payable to Edwin B. and Frances S. 
Behrend, secured by a first trust upon said property, all in accordance 
with an agreement to sell of even date herewith between the lessor and 
the lessee and will in all respects fulfill the terms of said contract. 

2. The lessee agrees to pay all taxes and assessments levied 
upon said property, all charges for heat, light, and water, and all re- 
pairs of every kind, character, or description necessary to maintain the 
said property in the condition in which it now exists, and to make all 
additions to said property which the lessee may require except structural 
changes. 

IN WITNESS WHEREOF the lessor has hereunto signed his name 
and affixed his seal, and the lessee has caused its corporate name 


to be hereunto subscribed by Joseph G. Dubuque, its Vice President ; 


and its corporate seal to be hereunto affixed and attested by Ruth Chryst 
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Goolsby, its Secretary, and has appointed the said Joseph G. Dubuque 
its attorney in fact, the same to acknowledge and deliver according to 
law; all in duplicate the day and year first hereinbefore written. 


/s/ Robert E. M. Goolsby (SEAL) 


THE SERVICE SCHOOLS FOUNDATION 


By /s/ Joseph G. Dubuque, 
Vice President 


ATTEST: 


/s/ Ruth Chryst Goolsby 
Secretary 


[Verification and Jurat dated January 14, 1958] 
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PETITIONER'S EXHIBIT NO. 16A 


THE SERVICE SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE TEN FISCAL YEARS ENDED 
MAY 31, 1956 


REGARDIE AND BROOKS 
Certified Public Accountants 
1625 Eye Street, N. W. 
WASHINGTON 6, D.C. 


January 2, 1957 


To The Board of Directors, 
The Service-Schools Foundation, 
1811 Biltmore Street, N. W., 
Washington 9, D. C. 

We have examined the books and records of The Service-Schools 
Foundation, trading as Columbian Preparatory School, for the ten fiscal years 
ended May 31, 1956, and submit herewith our report, which includes the following: 


Exhibit "A" - Balance Sheets 
As at May 31, 1952-1956, inclusive 
and April 30, 1947-1951, inclusive. 


Exhbit "B" - Statement of Current Income and Expenditure 
for the Fiscal Years Ended May 31, 
1952-1956, inclusive, and April 30, 
1947-1951, inclusive. 


General Comments. 

The accompanying statements have been prepared in conformity with 
generally accepted accounting principles applied on a consistent basis, and have 
been taken from the books and records which were maintained in part by us. 


/s/ Regardie and Brooks 


Certified Public Accountants 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEETS 


Fiscal Years Ended May 31, 
1955 


EXHIBIT "A" 


ASSETS. 


+ URRENT ASSETS: 
“’ Cash in banks/and on hand 
Accounts Receivable 
. Textbooks and Academic 
Test material 
” Prepaid Expenses 


Total Current Funds 


uANT, PROPERTY AND 
= QUIPMENT: 
“ Land, Buildings and 
Improvements 
Furniture, fixtures and 
equipment | 
School buses 
Total Cost 
» Less: Reserves for 
Depreciation’ 
Cost Less Depreciation 


TOTAL 


-79 $ 12,809. 761. 


-33 10,979. 


.10 $ 1,528. 
.86 4,895. 


.81 $ 


- 00 
-95 


400. 
1, 036. 


Y .20 $125,213.14 $ 98,177.01 $ 94,269.89 $ 94,269.89 $ 91,669.09 $ 91,009. 


28 
00 


37 
00 


-0O7 24,149. 25 


-00 3,675. 
.27 $153, 037. 


7% 19,827. 
00 1, 375. 


90 $119, 379. 


18, 837. 
1,375. 


18, 369. 
1, 375. 


14, 236. 10, 217. 


> 


-47 $100, 858. 


-69 23,566. . 02 4,831. 


LIABILITIES 


'SURRENT LIABILITIES: 
» Accounts Payable 
Scholastic Refunds, Advance 
Registration fees and 
ic Scholarship Awards 
., Taxes Payable 


y Total Current Funds 


UNDED DEBT: 
Mortgages Payable and 
Long-Term Notes 


Total Liabilities 


PRINCIPAL: 
Trust Fund Principal 
General Fund Principal 
> 


TOTAL 


-52 $ 36, 798.17 $ 27,132.61 $ 26, 320. 


27 2,595.45 1,612. 33 1,182. 


55. 243. 
-44 $ 27, 746. 


La 


+ -04 $112,580.37 $ 84,940.34 $ 95,287.75 $ 98,237.24 $103,669.94 $ 96,855.84 $100, 233. 


-05 
- 56 


$176, 609. 


5, 000. 00 
- 02 


11, 245. 
30, 872. 


05 
81 


11, 245.05 5, 000. 00 5, 000. 00 


87 


5, 000. 00 5,000. 


BEST COPY AVAILABLE 


from the original bound volume 


.77 | 2,206. 
64 $ 5,235. 


33 $ 89,627. 


98 $ 99, 306. 


.20 1,353. 
78 $ 97,953. 


42 $103, 188. 


03 $ 9,745. 


667. 
be aee 
EY 


92 $ 10,523. 


37 


26 $102,073.66 $ 93,055. 


00 5,000. 00 5, 000. 


(4,170.23) (__794.88) ( 2,758.24) 5,132. 
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‘THE SERVICE-SCHOOLS FOUNDATION, T/A EXHIBIT "'B" 
COLUMBIAN PREPARATORY SCHOOL | 
WASHINGTON, D. C. | 
STATEMENT OF CURRENT INCOME AND EXPENDITURE ! 
| 


Fiscal Years Ended May, 31 Fiscal Years Ended April 30, 
1956 1955 1954 1953 1952 1951 1950 1949 1948 1947 
CURRENT INCOME: 


Tuition and other fees $123,618.05 $119,186.75 $ 71,839.83 $ 48,566.20 $ 68, 717. 77 $ 65,975.74 $ 29,470.38 $ 40,941.43 $ 19, 602.92 $ 30,231.27 é 
Contributions Received = = = = = = = - i 5, 358. 62 
Miscellaneous 150. 00 = = = = 178.00 187.00 225.00 137.77 208. 24 


Se 


Total Current Income $123, 768.05 $119, 186.75 $ 71,839.83 $_48, 566.20 $ 68, 717. 77 $_66, 153. 74 $ 29,657. 38 $41, 166.43 $ 19, 740.69 $_35, 798.13 


CURRENT EXPENDITURE: 
INSTRUCTION: 
Salaries $ 26, 746.55 $ 25,145.02 $ 17,245.10 $ 13,842.90 $ 14,217.80 $ 17,072.22 $ 8,055.37 $ 7,914.11 $ 6,365.00 $ 6, 766.96 
Gymnasium Classes 2, 763. 39 4,463.35 3, 026. 52 1,829.14 2,463.39 2, 932. 02 319. 90 323.09 154.25 280. 64 
Schoolroom supplies, text- 
books and test materials 8, 526. 76 8,693.47 7, 003. 37 3, 309.21 5,015.27 2,643. 06 992.80 1, 734. 75 547.19 533.48 


Total $_38, 036.70 $ 38,301.84 $ 27,274.99 $_18, 981.25 $ 21,696.46 $ 22,647.30 $ 9,368.07 $__9,971.95 $ 7,066.44 $ 7,581.08 
Dormitory and Food Service: | 
Wages - Kitchen help $ 13,900.12 $ 9,053.94 $ 3,936.83 $ 3,447.82 $ 5,925.86 $ 4,189.08 $ 2,848.58 $ 3,375.38 $ 2,407.43 $ 3,092.99 
Food 18, 350.68 19,921.75 12,334.17 7,517.37 12,050.20 12,693.27 6, 534.23 9, 333. 72 5, 813. 39 
House and Medical supplies 3, 668.60 3, 062. 28 775. 93 635. 36 391. 98 587. 81 124.25 757.53 406. 82 
Linen and laundry service 694. 02 469. 80 240. 90 140. 88 312.53 405. 33 293.13 225. 70 170. 35 
Miscellaneous - - 1. 72 424.51 14.91 = 5.19 15.15 


Outside Room Rent for students - 2,268.29 - - - - - - - 


Total $_36,613.42 $ 34,776.06 $17,287.83 $ 11, 743.15 $ 19,105.08 $_17,890.40 $ 9,800.19 $_13,697.52 $ 8,813. 14 


Operation and Maintenance of 


Physical Plant: 
Heat, light and power m . $ 2,215.77 $ 2,032. 6 $ 2,333.05 $ 2,143.40 $ 1,903.39 $ 1,855.96 $ 1,089.42 


Repairs and maintenance - ; : 2,166.07 1,811. 5, 771. 06 3, 148.00 629.40 1,118.04 539. 77 
Taxes - 5 297.03 221. 249.14 185.12 399. 56 166. 72 = 
Insurance * = 842.83 1, 055. 223. 79 355. 04 169.00 269. 96 480. 32 
Depreciation and amortization 5, 774.60 : 3,517.97 3,496. 3,405. 02 2,212.96 1,879.08 1, 786. 74 1, 782. 23 
Miscellaneous 2, 084.56 : 637. 96 382. 804.13 108.00 : 383. 32 356. 34 
Total $ 19, 354.67 $ 17, 333. 36 9,677.63 9,000. $ 12, 786.19 8, 152. 52 $ 5,580. 74 $ 4,248.08 
General and Administrative: 
Salaries $ 3,778.81 $ E 2,186.68 1, 906. $ 1,799.95 1, 534. 66 ; $ 1,068.39 55.46 
Interest 4,672.44 P 2,355. 83 3, 120. 3,618.08 3, 299. 96 ~ 3, 931. 75 0.41 
Travel 4,205.06 - - - 58.20 38. 74 
Advertisingandcommissions 4,247.06 : : : . . . 3, 308.48 5.21 
Telephone and telegraph 1,615.61 “ ; - . . . 261. 14 18. 82 
Office supplies and Expense 3,256.53 : x . : 5 ; 657.09 .25 
Miscellaneous 735.00 550.00 i ; . . : 667. 81 0. 00 . 
Total $ 22,510.51 $ 12, 752.52 $ 8,351. -90 $ 11,194.19 $ 11,170.21 $ 8,691.22 $ 9,952.86 $ 7,503.89 $ 7,576. 
Total Current Expenditures $116,515.30 $103, 163. 78 $ 62,592.29 $ 49,022.77 $ 64, 781.92 $ 59,860.43 $_33, 032.79 $ 39,203.07 $ 27, 631. 55 $ 30,665. 
Excess of Current Income Over 


Current Expenditure Carried | 
To General Fund Principal $_7,252.75 $ 16,022.97 $ 9,247.54 $(___ 456. 57) 3,935.85 $ 6,293.31 $ (_3, 375.41) $_1, 963.36 $(_7, 890. 86) $_5, 132.62 


= 
oo 


BEST COPY AVAILABLE 
from the original bound volume 


GENERAL COMMENTS 


SALARIES: 


The principal employees of the school are: 


Robert E. M. Goolsby - Headmaster. 
(Current Annual Salary - $ 4,500.00) 


A staff of approximately nine teachers. 


Ruth Goolsby - Secretary. 
(Current Annual Salary - $ 3,000.00) 


BOARD AND LODGING: 


Three of the teachers are furnished board and lodging throughout the 
school year. 


Mr. and Mrs. Goolsby are now provided with two partially furnished 
rooms, kitchen and bath. Until 1955, however, their quarters consisted of 
two par‘ially furnished rooms, bath, and light housekeeping facilities. During 
the school year, they are furnished board from the school kitchen. When the 
school kitchen is not operating, they are allowed $2.00 per day each for board. 
They are not provided laundry service. 


Board and lodging for Mr. and Mrs. Goolsby are considered as remunera- 
tion for the services rendered by Mr. Goolsby as Headmaster. 
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PETITIONER'S EXHIBIT NO. 


[ PETITIONER'S EXHIBIT No. 16-B is a summary 
of PETITIONER'S EXHIBIT No. 16-N and was for 
that reason withdrawn by permission of the 


Lower Court.] 


PETITIONER'S EXHIBIT NO. 16-C 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE FISCAL YEAR 
JUNE 1, 1957 to MAY 31, 1958 


INDEX 


Letter of Transmittal. 


Exhibit "A" - Balance Sheet 
As at May 31, 1958, 1957 and 1956. 


Exhibit "B" Statement of Income 
For the fiscal years ended 
May 31, 1958, 1957 and 1956. 


Footnotes to Financial Statements. 


Exhibit "C" - Statement of Application of Funds 
For the fiscal year ended 
May 31, 1958. 


Exhibit "D" Analysis of Trust Funds 
For the fiscal year ended 
May 31, 1958. 


Schedule A-1 Property and Equipment 
As at May 31, 1958, 1957 and 1956. 


Schedule A-2 Long-term Liabilities 
As at May 31, 1958, 1957 and 1956. 


Schedule A-3 Other Liabilities 
As at May 31, 1958, 1957 and 1956. 


Schedule B-1 Operating Expenses 
For the fiscal years ended 
May 31, 1958, 1957 and 1956. 
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REGARDIE AND BROOKS 
Certified Public Accountants 
1625 EYE STREET, N. W. 

WASHINGTON 6, D. C. 


August 20, 1958 


To The Board of Trustees, 

The Service Schools Foundation 
1811 Biltmore Street, Northwest 
Washington 9, D. C. 


We have examined the books and records of The Service Schools 
Foundation, trading as Columbian Preparatory School, for the fiscal year 
June 1, 1957 to May 31, 1958 and submit herewith our report which includes 
the exhibits and schedules listed in the foregoing index. 


Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in 
the circumstances. 


However, we did not consider the system of internal control with 
respect to enrollments to be sufficient for the expression of an independent 
accountant's opinion on the financial condition of The Service Schools 
Foundation as at May 31, 1958 or the results of its operations for the fiscal 
year then ended. In so far as we determined, within the scope of our exam- 
ination, the accompanying Balance Sheet and related Statement of Income 
have been prepared in accordance with generally accepted accounting prin- 
ciples applied on a basis consistently applied. 


/s/ Regardie and Brooks 


Certified Public Accountants 
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Exhibit "A" 
_Sheet 1 
THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 


ASSETS 


May 31, 
1958 1957 1956 


CURRENT ASSETS: 
Cash in banks and on hand $ 51,993. $ 16,823.03 $ 8,487.79 
Accounts Receivable 3, 536.4 2,038.93 6, 486. 33 
Indebtedness of officers 4,124. 


Inventories (Estimated): 
Textbooks and outlines 6,000. 
Academic test materials 2,450. 


Prepaid Expenses: 
Unexpired insurance, etc. 1, 565. 


Total Current Assets $ 69, 669. 


PROPERTY AND EQUIPMENT 
(SCHEDULE A-1): 


Cost less depreciation $180, 483.6 $207, 606. $155, 991. 


INTANGIBLE ASSETS: 
Trade name $ 13,500. 


OTHER ASSETS: 


Escrow Deposit - 
Perpetual Building Association 
Utility Deposits 


Total Other Assets 


TOTAL $264, 160.2 $236,457.40 $176,609. 
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Exhibit "A" 
Sheet 2 
THE SERVICE-SCHOOLS FOUNDATION, T/A 
| COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 


LIABILITIES 


CURRENT LIABILITIES: 


Accounts Payable and Accrued 
Expenses: 
Trade creditors | 
Accrued Payroll and Bonuses 
Students' Deposits 
Accrued interest payable 


Taxes Payable and Accrued: 
Real Estate Taxes (See note 1) 
Employees’ withholding taxes 
Social security taxes 


Total Current Liabilities 
(excluding portion of funded debt 
payable within twelve months) $ 10, 959. 7, 865. $ 3,199. 


FUNDED DEBT: 
Schedule A-2 $ 83,446. $106, 561. $ 87,671. 
OTHER LIABILITIES: 
Schedule A-3 $ 29,404. $_33, 025. $ 36, 368. 
Total Liabilities $123, 810. $147, 452. $127, 239. 


TRUST FUND PRINCIPAL 
(Exhibit "D"): 
Clark Goolsby Scholarship Fund $ 9,259. $ 10,000. $ 10,000. 
Goolsby Fund 1, 282. 1, 245. 1, 245. 


Total $ 10, 542. $ 11, 245. $ 11,245. 
GENERAL FUND PRINCIPAL: 


Balance, at beginningoffiscalyear $ 77,759. $ 38,125. $ 30,872. 
Net income for the fiscal year 

(Exhibit "B") 52,047. 33, 634. 7,252. 
Inventory adjustment - 6,000. - 


Balance at end of fiscal year $129, 807. $ 77, 759. $ 38,125. 


TOTAL $264, 160. $236,457. $176, 609. 
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Exhibit "B" 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


STATEMENT OF INCOME 


Fiscal Years Ended May 31, 
1958 1957 1956 


GROSS INCOME: 


Tuition and other fees $242, 648. $201, 020. $127, 402. 
Less: Scholastic and other 
refunds 2,082. 74 4,021. 3, 784. 


Net fees $240, 566. $196, 998. $123, 618. 


Gain on sale of equipment - - 150. 
Gross Income $240, 566. $196, 998. $123, 768. 


OPERATING EXPENSES 
(Schedule B-1): 


Instruction $ 54,240. $ 42, 780. $ 36, 052. 
Dormitory and food 53,277. 47, 708. 36,613. 
Administration 19, 464. 14, 143. 6, 597. 
Promotion 13,011. 12,685. 10, 462. 
Athletic 8,005. 10, 239. 5, 864. 
General Overhead 39, 037. 90 35, 807. 20, 926. 


Total Operating Expenses $187, 036. $163, 364. $116, 515. 

Net Income before other charges $ 53, 529.4 $ 33,634. $ 7,252. 
Other Charges: 

Interest on trust funds 321. - - 

Loss on sale of 1854 Biltmore Street 1, 159. 84 = = 


NET INCOME FOR THE FISCAL 
YEAR CARRIED TO GENERAL 
FUND PRINCIPAL $ 52,047.65 


FOOTNOTES TO FINANCIAL STATEMENTS 


Real estate taxes amounting to $2,565.48 have been accrued, as a result 
of assessments made by the District of Columbia. The assessments are 
being contested, however, on the basis that the school is a non-profit 
organization. 


Sales and use taxes from August 8, 1956, may be levied against the 
school by the District of Columbia, pending the outcome of litigation 
regarding the real estate tax question. As the amount of sales and use 
taxes involved has not been determined at this time, no accrual 
therefore has been made. 


175 Exhibit "Cc" 


Sheet 1 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C, 


STATEMENT OF APPLICATION OF FUNDS 
FOR THE BISCAL YEAR ENDED MAY 31, 1958 


FUNDS PROVIDED: 


By net income: 
Net income for the fiscal year per 
Exhibit "B" 
Add: Charges to operations not 
requiring funds: 
Depreciation 
Loss on sale of 1854 Biltmore Street 


Net Income - Fund Basis $ 62,638. 


By sale of 1854 Biltmore Street: 
Selling Price 
Less: 
First Deed of Trust Assumed by 
Buyer $ 14, 741.95 
Portion of notes due to 
Robert E. M. Goolsby applied 
to payment 8,658.05 23,400. 


Total 


FUNDS APPLIED: 


To purchase of trade name $ 13,500. 
Less: note issued 10,000. 


To Capital Expenditures: 
Improvements to Buildings $ 4,525. 
Furniture, fixtures and equipment 3,271. 
Athletic equipment 670. 8,467.45 


To Reduction of Funded Debt 8, 373. 33 
To Reduction of Other Liabilities 4, 962.95 
To Net Decrease in Trust Funds 703. 01 
To Net Increase in Working Capital, per following schedule 38, 231. 73 


TOTAL $ 64, 238.47 
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Exhibit "C" 
_ Sheet 2 
THE SERVICE-SCHOOLS FOUNDATION, T/A 
, COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


SCHEDULE OF CHANGES IN WORKING CAPITAL 
FOR THE FISCAL YEAR ENDED MAY 31, 1958 


Working Capital 
Increase 
CURRENT ASSETS: 
Cash in banks and on hand $ 51, 993.63 $ 16,823.03 $ 35,170.60 $ 
Accounts Receivable 3, 536. 30 2,038.93 1,497.37 
Indebtedness of Officers 4,124.06 4,124.06 


Inventories (Estimated): 
Textbooks and outlines 6,000. 00 
Academic test materials 2,450. 


Prepaid Expenses: 
Unexpired Insurance, etc. 1,565. 


TOTAL CURRENT 
ASSETS $_69, 669. 


CURRENT LIABILITIES: 
Accrued Payroll and Bonuses $ 4,000. . 2,050.00 
Students' Deposits 3, 540. . 514. 00 
Accrued Interest Payable 225. . 225.00 
Real Estate Taxes | 2,565. : 532. 90 
Employees' withholding taxes 356. 
Social security taxes 272. 252. 20. 74 

TOTAL CURRENT 
LIABILITIES $ 10, 959. 62 $__7, 865.12 
Working Capital $_58, 709.53 $ 20,477. 


Net Increase in working capital 38, 231. 73 


TOTAL $_41, 574.37 $ 41,574.37 
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Exhibit "D" 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 


WASHINGTON, D. C., 


ANALYSIS OF TRUST FUNDS 
FOR THE FISCAL YEAR ENDED MAY 31, 1958 


CLARK GOOLSBY SCHOLARSHIP FUND: 


Balance, May 31, 1957 $ 10,000.00 
Add: 
Interest income 284.63 


Total $ 10,284.63 


Deduct: 
Scholarship Grants 1, 025.00 


Balance, May 31, 1958 $ 9,259.63 


GOOLSBY FUND: 


Balance, May 31, 1957 
Add: 
Interest income 


Balance, May 31, 1958 1, 282.41 


TOTAL PRINCIPAL OF TRUST FUNDS, 
MAY 31, 1958 $_10, 542. 04 


179-180 
THE SERVICE-SCHOOLS FOUNDATION, T/A 


COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


PROPERTY AND EQUIPMENT 


Schedule A-1 


Depreciation May 31, 
Taken 1958 1957 1956 
To Date Cost Less Depreciation 
REAL ESTATE: 


1811 Biltmore Street, Northwest: 
Land $ 49, 741.72 $ - $ 49, 741.72 $ 49, 741. 72 $ 49, 741. 72 
Building 36,346.89 10,809.18 25,537.71 26,446.38 27,355.05 
Building Improvements 16, 148.38 3, 387. 86 12, 760. 52 13,234.61 11, 986.59 


Total $102, 236. 95 $ 89,422.71 $ 89, 083. 36 


1854 Biltmore Street, Northwest: | 
Land $ -87 $ 3,692.87 


Building .25 17,809.42 
4, 548. 92 
a ee 


.36 $ 26,051.21 


Building Improvements 24 
Total $ 
1963 Biltmore Street, Northwest: 


Land 
Building 
Building Improvements 
Total 


1961 Biltmore Street, N. W.: 
Land 
Building 
Building Improvements 
Total 


1906 Biltmore Street, Northwest: 
Land 
Building 
Building Improvements 
Total 
Total Real Estate 
Furniture, Fixtures and Equipment 
Athletic Equipment 


School Buses 


$ 4,171. 
11, 700. 


15 $ x: 
82 853.18 


_3, 719.42 


$_19, 591. 


$ 3,983. 
17, 775. 


2,276. 
$ 24,035. 


$ 4,311. 
19, 279. 
634. 


$ 24,224. 


$170, 088. 
46, 122. 
1, 256. 


$223, 467. 


42 184.61 
39 $ 1,037.79 


50 $ = 
69 777.66 
11 40.07 


30 $ 817. 73 


11 $ = 
54 843. 52 
10 22.58 


75 $ 866.10 
43 $ 16, 918.66 
79 20,839.51 
53 467.98 


75 $ 42,984.14 


6, 000. 00 4, 757. 99 


$ 4,171. 
10, 847. 


15 $ 4,171. 
64 11,140. 


_3, 534.81 


$ 3,983. 
16, 998. 


81 2,356. 


50 $ 3,983 
03 17,442 


2,236. 


$ 4,311. 
18,436. 
611. 


$153, 169. 
25, 283. 
788. 


04 = 


11 $ 4,311. 
02 18,918. 


52 


$ 23,358.65 $ 23,856 


77 $177, 844 


28 26,480. 
55 473. 


1, 242. 


$180,483.61 $207, 606 


$ 23,217.57 $ 21,425. 


01 2,808. 


15 $ 4,171.15 
16 11,432.68 
34 2,418.14 


$ 18,553.60 $ 17,667.65 $ 18, 021.97 


-50 $ - 
42, = 


.21 $133, 156.54 
44 19,211.98 
65 69. 96 
68 3,553.10 
.98 $155, 991.58 
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Schedule A-2 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


LONG-TERM LIABILITIES 


FUNDED DEBT: 


Mortgages Payable: 


1811 Biltmore Street, Northwest: 
1st Deed of Trust payable $375. 00 
per month including interest at 
5% $ 42.171.56 $44, 858.11 
2nd Deed of Trust payable $150. 00 
per month including interest at 
5% 11,452.55 12, 744.20 


1854 Biltmore Street, Northwest: 
1st Deed of Trust payable $127.50 
per month including interest at 
5% . 15, 257, 05 


1963 Biltmore Street, Northwest: 
Ist Deed of Trust payable $82.50 per 
month including interest at 5% 9,632.80 10,206. 


1961 Biltmore Street, Northwest: 
1st Deed of Trust payable $67.50 per 
month including interest at 5% 8,193.07 8,647. 


2nd Deed of Trust payable $1, 000. 00 
September 15, 1957 and $1, 000. 00 
September 15, 1958, with interest 
at 6% 


1906 Biltmore Street, Northwest: 
1st Deed of Trust payable $108. 75 
per month including interest at 


4~-1/2% 11,996.33 12, 847. 


TOTAL $ 83,446. 31$106, 561. 


$ 47, 056. 58 


13, 876.07 


16, 064.41 


10, 673. 97 


$_87, 671. 03 
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Schedule A-3 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
, COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OTHER LIABILITIES 


Note Payable, Robert E. M. Goolsby, 
6%, demand (original balance, 
$18, 400. 00) $ 14,404.90 ° $ 18,400.00 $ 18,400.00 


Note Payable, Robert E. M. Goolsby, 
payable in five annual installments 
beginning June 1, 1958 - no interest 
(for sale of trade name) 10, 000. 00 


Loan Payable, Robert E. M. Goolsby, 
without interest or date of maturity 1, 813. 70 5, 249. 70 


Due to Zebulon MacMillan for salary, 
payable at the convenience of the 
Foundation 5, 000. 00 6,616.44 6,616. 44 


Due to Robert E. M. and Ruth C. 
Goolsby for salaries, payable at the 
convenience of the Foundation 6,195. 76 6,102. 33 


‘TOTAL $ 29,404.90 $ 33,025.90 $ 36,368.47 
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Schedule B-1 
Sheet 1 
THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 


Fiscal Years Ended May 31, 
1958 1957 1956 


INSTRUCTION: 
Instructors' Salaries $ 44,937.11 $ 32,761.35 $ 26,746.55 
Schoolroom supplies and textbooks 4,899.93 5, 228.20 6,275.83 
Student testing 2,967. 70 2,643.26 - 
Academic test materials 471.35 1, 324. 88 2,250. 93 
Extra help - teaching and grading 964.00 692. 34 778.81 
Scholarship award - 130.00 - 


Total $ 54,240. $ 42,780.03 $ 36,052.12 


DORMITORY AND FOOD: 
Food $ 30,593. $ 26,980.86 $ 18,350. 
Wages - kitchen help 8, 833. 10, 253. 93 13, 900. 
Wages - maintenance and services 9, 683. 8,061.05 - 
House and medical supplies 1, 335. 1, 068. 70 3, 668. 
Linen and laundry 473. 302. 24 694. 
Extra help - Dormitory and food 1,211. 637.10 
Rent - outside rooms 1,147. 405.00 


Total $ 53,277. $ 47, 708. 


ADMINISTRATIVE: 
Headmaster's Salary $ 5,650. $ 4,800. 
Secretary's Salary : 3, 300. 
Professional services . 3, 338. 
Telephone and telegraph P 1,257. 
Office supplies and stationery 5" 636. 
Postage e 463. 
Bank service charges : 26. 
Trustees' fees , 275. 
Extra help - clerical 50 45. 


Total . $ 14, 143. 


PROMOTION: 
Advertising $ 1,670. 
Commissions P 155. 
Travel : 4,415. 
Clerical services . 270. 
Catalogs, brochures and material . 4, 824. 
Promotional salaries ; 1, 350. 


Total . $ 12,685. 


Total Forward $139, 993. $117, 318. 
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Schedule B-1 
Sheet 2 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
Fiscal Years Ended May 31 


1958 1957 1956 
Total Brought Forward $139, 993.69 $117,318.00 $ 89, 724.80 


ATHLETIC: 

Gas, lubrication and supplies 617. 86 715.96 . 85 
Repairs and maintenance - 

auto equipment 1,251. 92 2,678.30 oak 
Licenses 76.88 151.25 
Insurance - automobiles - 144.86 
Depreciation - school buses 841.67 819.42 . 83 
Coaching and instruction 2,135.00 4,247.50 .39 
Gym classes supplies and equipment 2,176. 78 474.12 
Depreciation - athletic equipment 355.45 182.29 .26 
Repairs and maintenance - 

athletic equipment 199.95 50. 30 
Miscellaneous 349. 50 775. 24 


Total 8,005.01 $ 10,239.24 


GENERAL OVERHEAD: 
Gas 1,310. 1,312.47 
Electricity 2,323. 2,057.17 
Heat 2,978. 2,274.79 
Repairs and maintenance - 

Buildings and equipment 10,419. 7, 724.61 
Water 544. 533.89 
Trash 201. 215.00 
Insurance - general 1, 528. 1,136.51 
Personal property tax 510. 367.97 
Social Security taxes 1, 353. 1, 523. 58 
Licenses 171. 142.84 
Interest 6, 296. 6,515.11 
Depreciation - buildings 2,358. 2,357.16 
Depreciation - furniture and fixtures 4,468. 3, 724.41 
Depreciation - station wagon 725. 725.00 
Amortization of building improvements 681. 870.05 
Garage rent - 64.00 
Miscellaneous 601. 1,670.55 
Real estate taxes 2,565. 2,592.40 


Total $_39, 037. $_35, 807.28 $ 20, 926.46 


TOTAL OPERATING EXPENSES $187, 036. $163, 364.52 $116,515.30 
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PETITIONER'S EXHIBIT NO, 16-D 


THE SERVICE-SCHOOLS FOUNDATION 
OPERATING 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE FISCAL YEAR 
MAY 1, 1946 to APRIL 30, 1947 


BENJAMIN F. REGARDIE 
Certified Public Accountant 
MILLS BUILDING 
Washington 6, D. C. 


May 19, 1947 


To the Board of Trustees 

The Service-Schools Foundation 
1811 Biltmore Street, N. W. 
Washington, D. C. 


From the books and records of The Service-Schools Foundation, 
operating Columbian Preparatory School, which were maintained by us, we have 
prepared the following financial report for the fiscal year, May 1, 1946 to 
April 30, 1947: 


Exhibit "A" Balance Sheet 
As at April 30, 1947 


Exhibit "B" Statement of Income and Expense 
For the fiscal year 
May 1, 1946 to April 30, 1947 


Schedule B-1 Operating Expenses 
For the fiscal year 
May 1, 1946 to April 30, 1947 


Applications have been filed for exemption from income, real estate 


and personal property taxes and, therefore, no provision has been made for 


these items in the accompanying statements. 


/s/ Benjamin F. Regardie 
Certified Public Accountant 


Exhibit "A" 
_ Sheet 1_ 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at April 30, 1947 


ASSETS 


CURRENT ASSETS: 


Cash in bank 

Accounts receivable 

Due from employees 

Inventory of academic test material (estimated) 
Deposit - utility companies 


Total current assets $ 3,133.19 


CAPITAL ASSETS: 


Reserve for Book 
Cost Depreciation Value 


Real Estate - 1811 
Biltmore Street, N. W.: 
Land $ 49,350.47 $ - $ 49, 350. 
Building 36, 030. 88 750.60 35,280. 
Building improvements 4,246.20 70. 73 4,175. 
Furniture, fixtures 
and equipment 9,679.01 531. 91 9,147. 


Total $_99, 306.56 $ 1,353.24 $ 97,953. $ 97, 953. 32 


DEFERRED CHARGES: 


Incorporation and legal fees 

Prepaid advertising 

Prepaid interest 

Prepaid insurance » 2,101.97 


$103, 188.48 


Exhibit "A" 
Sheet 2 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at April 30, 1947 


LIABILITIES 
CURRENT LIABILITIES: 


Notes payable, Liberty National 

Bank, payable $160. 71 per 

month $ 3,485.04 
Accounts payable: 

Equipment 

Trade 1, 063.33 
Students' credit balances 145.19 
Employees' withholding tax 111.10 


Accrued interest 52.46 


Total current liabilities 


OTHER LIABILITIES: 
Loans payable, officers, without interest 
or date of maturity 
FUNDED DEBT: 


Mortgages payable - 1811 Biltmore Street, N.W.; 
1st deed of trust payable $267. 75 per month, 
including interest at 4-1/2% $ 33,612.25 
2nd deed of trust payable $387.50 per month, 
including interest at 5% 45,434.58 


Total liabilities 


DEFERRED CREDITS: 
Advance registration fees 
TRUST FUND PRINCIPAL: 
Goolsby endowment fund 
GENERAL FUND PRINCIPAL: 
Contributions $ 5,358.62 


Net profit for the fiscal year 
May 1, 1946 to April 30, 1947 1, 350.91 


Balance, April 30, 1947 
TOTAL 


79, 046. 


$ 91,403. 


75. 


6, 709. 
$103, 188. 
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Schedule B-1 
THE SERVICE-SCHOOLS FOUNDATION, T/A 


i COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
For the fiscal year 


May 1, 1946 to April 30, 1947 


INSTRUCTION DIVISION: 
Instructors' salaries 
Rental of desks and premises - summer 
Schoolroom supplies and textbooks 
Academic tests material 
Gymnasium classes and travel : 6, 314.12 


DORMITORY AND FOOD DIVISION: 
Food 
Wages, kitchen help 
Linen and laundry 
Rental of rooms - summer 
House and medical supplies 
Gas 
Help-wanted ads : 9,212.27 


ADMINISTRATIVE EXPENSES: 
Professional services 
Secretary 
Telephone 
Office supplies and stationery 
Bank service charges 
Miscellaneous . 1,428.91 


PROMOTION: 
Advertising 
Catalog and pictures 
Traveling 
Commissions _ : 2,876.03 


GENERAL OVERHEAD: 

Interest 
Depreciation: 

Building $ 

Furniture, fixtures and equip- 

ment 51 

Amortization of building improvements . 83 
Insurance - 80 
Heat and electricity .16 
Repairs and maintenance 14 
Trash removal . 14 
Moving expenses . 50 
Water rent 80) 
Miscellaneous _ -00 $ 6,856.44 


Exhibit "B" 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C, 


STATEMENT OF INCOME AND EXPENSE 
For the fiscal year 


May 1, 1946 to April 30, 1947 


GROSS INCOME: 


Tuitions 

Rents received 
Books and pictures 
Miscellaneous 


Total $ 30, 886.57 


OPERATING EXPENSES (Schedule B-1): 


Instruction division 
Dormitory and food division 
Administrative expenses 
Promotion expenses 
General overhead expenses 
Unapportioned expenses 


Total expenses 29, 535. 66 


NET PROFIT FOR THE PERIOD $ 1,350.91 


: Services valued at $4, 750.00 have been contributed to the school 
during the fiscal year. 
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PETITIONER'S EXHIBIT NO. 16-E 


THE SERVICE-SCHOOLS FOUNDATION 
OPERATING 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE FISCAL YEAR 
MAY 1, 1947 to APRIL 30, 1948 


BENJAMIN F. REGARDIE 
Certified Public Accountant 
MILLS BUILDING 
Washington 6, D. C. 


July 30, 1948 
To the Board of Trustees 
The Service-Schools Foundation 


1811 Biltmore Street, N. W. 
Washington, D. C. 


From the books and records of The Service-Schools Foundation, 


operating Columbian Preparatory School, which were maintained by us, we have 
prepared the following financial report for the fiscal year, May 1, 1947 to 


April 30, 1948: 


Exhibit "A" - Balance Sheet 
As at April 30, 1948 


Exhibit "B" - Statement of Income and Expense 
For the fiscal years ended 
April 30, 1948 and 1947 


Schedule B-1- Operating Expenses 


For the fiscal years ended 
April 30, 1948 and 1947 


We made no independent verification of the accounts by communication 
with outside sources at this time. 
/s/ Benjamin F. Regardie 
Certified Public Accountant 


Exhibit "A" 
_ Sheet 1_ 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at April 30, 1948 


ASSETS 


CURRENT ASSETS: 

Accounts receivable - students $ 937.87 
Funds receivable - Mrs. F. Goolsby 5, 000. 00 
Inventory of academic test material (estimate) 400.00 
Deposit - utility companies 105. 00 
Prepaid expenses: 

Advertising 

Incorporation and legal fees 

Interest 

Insurance . 1,649. 77 


Total current assets $ 8,092.64 


CAPITAL ASSETS: 
Reserve for Book 
Cost | Depreciation Value 
Real estate - 1811 Biltmore 
Street, N. W.: 
Land $ 49,350.47 $ $ 49, 350. 
Building 36, 030.88 1,651.37 34,379. 
Building improvements 4, 778.98 187.81 4,591. 
Furniture, fixtures and 
equipment 9,107.65 1, 206. 02 7,901. 


Total $ 99,267.98 $ 3,045.20 $ 96,222. _96, 222. 78 


$104, 315.42 
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Exhibit "A" 
Sheet 2 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
' COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at April 30, 1948 


LIABILITIES 


CURRENT LIABILITIES: 

Notes payable, Liberty National Bank, 
Payable $160. 71 per month 

Bank overdraft 

Accounts payable - legal fees 

Students' credit balances 

Accrued interest 

Scholastic refunds payable 

Loans payable - Z. MacMillan 

Employees' withholding 


Total current liabilities 


OTHER LIABILITIES: 
Loans payable, officers, without interest or 
date of maturity 


FUNDED DEBT: 
Mortgages payable, 1811 Biltmore Street, N.W.: 
ist deed of trust - payable $267. 75 per month, 
including interest at 4-1/2% $ 32,024.65 
2nd deed of trust - payable $387.50 per month, 
including interest at 5% 43,208.57 75,238. 


DEFERRED CREDITS: 
Advance registration fees 125. 


TRUST FUND PRINCIPAL: 
Goolsby Endowment Fund 


GENERAL FUND PRINCIPAL: 
Balance, April 30, 1947 $ 6,709.53 
Net income for the fiscal year, May 1, 1947 
to April 30, 1948 (Exhibit "B") 3,147.08 
Balance, April 30, 1948 


TOTAL 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


STATEMENT OF INCOME AND EXPENSE 


For the fiscal years ended April 30, 1948 and 1947 


GROSS INCOME: 
Tuitions 
Rents received 
Books and pictures 
Sale of furniture, etc. 
Miscellaneous 


Total income 


OPERATING EXPENSES (Schedule B-1): 


Instruction 
Dormitory and food 
Administrative 
Promotion 

General overhead 


Total operating expenses 
NET PROFIT (LOSS) FOR THE PERIOD 
Contributions 


NET INCOME FOR THE PERIOD 


*After deducting scholastic refunds as follows: 


1947 $ 447.06 
1948 942.37 


$ 1, 389.43 


Exhibit "B" 


1947 


-86* $ 30,678. 
. 00 151. 


46. 


. 98) 
15 10. 


.63 $ 30,886. 


-44 $ 6,381. 
.13 11,173. 
-53 1, 428. 
- 95 2,981. 
. 50 7, 571. 


.55 $ 29,535. 
.92) $ 1,350. 
00 5, 358. 


08 $ 6,709. 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
i COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 


For the fiscal years ended April 30, 1948 and 1947 
1948 1947 
INSTRUCTION: 
Instructors' salaries $ 4,865.00 5, 566. 96 
Gymnasium classes and travel 154.25 280. 64 
School room supplies and textbooks 103.11 178.48 
Academic tests material 438.56 100. 00 
Rental of desks and premises - summer 255.00 


Miscellaneous 5. 52 - 
Total $ 5,566.44 6, 381. 08 


DORMITORY AND FOOD: 
Food $ 5,813.39 6, 891. 80 
Wages - kitchen help ' 2,407.43 3,092.99 
House and medical supplies 406. 82 479.05 
Linen and laundry 170. 35 537. 58 
Gas 74.99 85.15 
Help-wanted ads 15.15 20.89 
Rental of rooms - summer - 66.00 


Total $ 8,888.13 $ 11,173.46 


ADMINISTRATIVE: 
Professional fees 250.00 225.00 
Telephone 198. 82 318. 08 
Office supplies and stationery 46.63 110.15 
Bank service charges 28.62 19.68 
Secretary 865.46 750.00 
Miscellaneous - 6.00 


Total 1,389.53 $ 1,428.91 


PROMOTION: 
Advertising $ 2,192.23 $ 2,686.10 
Traveling j 38. 74 137.99 
Commissions 82.98 156. 94 


Total $ 2,313.95  $ 2,981.03 


GENERAL OVERHEAD: 
Heat $ 941.75 $ 1,029.16 
Insurance 480. 32 366. 80 
Repairs and maintenance 539. 77 602. 74 
Interest 3,800.41 3, 237. 06 
Water rent 72.68 ( 14. 80) 
Trash removal 96.00 176. 74 
Depreciation - building 900. 77 750.60 
Depreciation - furniture, fixtures and equipment 764. 38 531. 91 
Amortization of building improvements 117.08 70. 73 
Moving expenses - 251. 50 
Miscellaneous 34.65 9.00 
Unapportioned . 225.69 559. 74 


Total $_ 7,973.50 $ 7,571.18 
TOTAL OPE RATING EXPENSES $26,131.55 $ 29,535.66 
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PETITIONER'S EXHIBIT NO. 16-F 


THE SERVICE-SCHOOLS FOUNDATION 
OPERATING 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE FISCAL YEAR 
MAY 1, 1948 to APRIL 30, 1949 


BENJAMIN F. REGARDIE 
Certified Public Accountant 
District National Building, 1406 G Street, N. W. 
Washington 5, D. C. 


May 19, 1949 


To the Board of Trustees 

The Service-Schools Foundation 
1811 Biltmore Street, N. W. 
Washington, D. C. 


From the books and records of The Service-Schools Foundation, 
operating Columbian Preparatory School, which were maintained by us, we have 


prepared the following financial report for the fiscal year, May 1, 1948 to 
April 30, 1949: 


Exhibit "A" Balance Sheet 
As at April 30, 1949 


Exhibit "B" Statement of Income and Expense 
For the fiscal years ended 
April 30, 1949, 1948 and 1947 


Schedule B-1 Operating Expenses 
For the fiscal years ended 
April 30, 1949, 1948 and 1947 


In our opinion, the accompanying statements reflect the application 
of generally accepted accounting principles. 
/s/ Benjamin F. Regardie 


Certified Public Accountant 


Exhibit "A" 
Sheet 1 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 


Washington, D. C. 


BALANCE SHEET 
As at April 30, 1949 


ASSETS 


CURRENT ASSETS: 
Cash on hand and in banks 
Accounts receivable - students 
Inventory of academic test material (estimate) 
Prepaid expenses: 
Advertising 
Professional fees 
Insurance 
Interest ; 1,488. 76 


Total current assets 8, 306. 93 


CAPITAL ASSETS: 
Reserve for Book 


Cost Depreciation Value 
Real Estate - 1811 Biltmore 
Street, N. W.: 
Land $ 49,883.22 $ - $ 49, 883. 
Building 36, 346.89 2,555.43 33,791. 
Building improvements 4,778.98 308.17 4,470. 
Furniture, fixtures and 
equipment | 9, 849. 30 1, 968. 34 7, 880. 


Total $100,858.39 $ 4,831.94 $ 96, 026. 96, 026.45 


OTHER ASSETS: 
Deposits with utility companies 105.00 


TOTAL $104, 438. 38 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at April 30, 1949 
LIABILITIES 


CURRENT LIABILITIES: 

Notes payable - Liberty National Bank, 
payable $41.65 per month 
Zebulon MacMillan 

Students' credit balances 

Accounts payable 

Accrued interest payable (including $169.11 
payable May 1, 1949 on second deed of trust) 

Scholastic refunds payable 

Accrued salaries 

Accrued taxes payable: 
Personal property 
Employees' withholding 


Total current liabilities 


OTHER LIABILITIES: 
Loans payable, officers, without interest or 
date of maturity 
Due to Z. MacMillan - salary, payable at 
convenience of the Foundation 


FUNDED DEBT: 
Mortgages payable, 1811 Biltmore Street, N.W.: 
1st deed of trust - payable $267. 75 per 


month, including interest at 4-1/2% $ 30, 065. 


2nd deed of trust - payable $387.50 per 


month, including interest at 5% 40, 587. 


Total Liabilities 


DEFERRED CREDITS: 
Advance registration fees 


TRUST FUND PRINCIPAL: 
Goolsby Endowment Fund 


GENERAL FUND PRINCIPAL: 
Deficit, April 30, 1948 (Adjusted) 
Less: Net income for the fiscal year, 
May 1, 1948 to April 30, 1949 (Exhibit B) 
Deficit, April 30, 1949 


TOTAL 


Exhibit "A" 
Sheet 2 


70, 653. 
$100, 173. 


60. 


(__794. 88) 
$104, 438. 38 
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Exhibit "B" 
THE SERVICE-SCHOOLS FOUNDATION, T/A 


' COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


STATEMENT OF INCOME AND EXPENSE 
For the fiscal years ended April 30, 1949, 1948 and 1947 


1949 1948 
GROSS INCOME: 
Tuition -26 $ 20,545. 
Less: Scholastic refunds -83 942. 


Net tuitions received -43 $ 19,602. 
Rents received .00 119. 
Books and pictures - 
Sale of furniture, etc. ( 87. 


Miscellaneous 21.00 106. 
Total income $ 41, 166. $ 19, 740. $ 30,439. 


OPERATING EXPENSES 
(Schedule B-1): 
Instruction $ 9,971. $ 7,066. $ 7,581. 
Dormitory and food 14, 314. 8, 888. 11,173. 
Administrative 2,654. 1, 389. 1,428. 
Promotion 3, 366. 2,313. 2,981. 
General overhead 8,895. 7,973. 7,501. 


Total operating expenses $ 39, 203. $ 27,631.55 $ 30,655. 


NET INCOME (LOSS) FOR THE 
PERIOD - Before contributions $ 1,963. $( 7,890.86) $( 226. 


Contributions - - 5, 358. 


NET INCOME (LOSS) FOR THE 
PERIOD (Note 1) | $ 1,963.36 $( 7,890.86) $ 5,132. 


Note 1: 
The net income for the years 1948 and 1947 as shown by our audit report 
dated July 30, 1948 has been changed as follows: 


Net income per report $ 3,147.08 $ 6,709.53 
Adjustment of 1947 scholastic refunds 447.06 ( 447.06) 
1948 contributions included in net income 

resolved by Board of Trustees to a liability ( 9,985.00) 
Additional instructors' salaries ( 1,500.00) ( 1,200.00) 
Adjustment of interest 70.15 


Net Income as Adjusted $(_7, 890.86) $ 5,132.62 
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Sheet 1 
THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
For the fiscal years ended April 30, 1949, 1948 and 1947 


INSTRUCTION: 

Instructors' salaries 

Gymnasium classes and travel 

Schoolroom supplies and 
textbooks 

Academic test materials 

Rental of desks and premises- 
summer 

' Miscellaneous 


Total 


DORMITORY AND FOOD: 
Food 
Wages - Kitchen help 
House and medical supplies 
Linen and laundry 
Gas and electricity 
Help-wanted ads 
Rental of rooms - summer 


Total 


ADMINISTRATIVE: 
Secretaries' salaries 
Professional fees 
Telephone 
Office supplies and stationery 
Bank service charges 
Miscellaneous 


Total 


PROMOTION: 
Advertising 
Travel 
Commissions 


Total 


Schedule B-1 
__Sheet 2 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
' COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
For the fiscal years ended April 30, 1949, 1948 and 1947 


GENERAL OVERHEAD: 
Heat 
Insurance 
Repairs and maintenance 
Interest 
Personal property taxes 
Water rent 
Trash removal 
Depreciation - Building 
Depreciation - Furniture, fixtures 
and equipment 
Amortization of building improve- 
ments 
Supplies 
Moving expenses 
Miscellaneous 
Unapportioned : 225. 


Total | $ 8,895.35 $ 7,973. 


TOTAL OPERATING EXPENSES $ 39,203.07 $ 27,631. 
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PETITIONER'S EXHIBIT NO, 16-G 


THE SERVICE-SCHOOLS FOUNDATION 
OPERATING 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE FISCAL YEAR ENDED 
APRIL 30, 1950 


REGARDIE AND BROOKS 
Certified Public Accountants 
1406 G STREET, N. W. 
WASHINGTON 6, D. C. 


October 3, 1950 


To The Board of Trustees 

The Service-Schools Foundation 
1811 Biltmore Street, N. W. 
Washington, D. C. 


From the books and records of the Service-Schools Foundation, 
operating Columbian Preparatory School, which were maintained by us, we have 


prepared the following financial report for the fiscal year, May 1, 1949 to 


April 30, 1950: 


Exhibit "A" - Balance Sheet 
As at April 30, 1950 


Exhibit "B" - Statement of Income and Expense 
For the fiscal years ended 
April 30, 1950, 1949 and 1948 


Schedule B-1- Operating Expenses 
For the fiscal years ended 
April 30, 1950, 1949 and 1948 
In our opinion, the accompanying statements reflect the application of 
generally accepted accounting principles. 


/s/ Regardie and Brooks 


Certified Public Accountants 


Exhibit "A" 
Sheet 1 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
iCOLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at April 30, 1950 
ASSETS 


CURRENT ASSETS: 
Cash in bank 
Accounts receivable - Students 
Inventory of academic test material (estimate) 
Prepaid expenses: 
Advertising 
Insurance 
Professional fees 
Interest 


Total Current Assets 


PROPERTY AND EQUIPMENT (At cost): 


Reserve for Book 
Cost Depreciation Value 


Real Estate - 1811 Biltmore 
Street, N. W.: 
Land $ 49, 741.72 $ $ 49, 741. 
Building 36, 346.89 3,464.10 32,882. 
Building improvements 4,920.48 428.53 4,491. 
Furniture, fixtures 
and equipment’ 10, 217. 38 2,818. 39 7, 398. 


Total $101,226.47 $ 6,711.02 $ 94,515. 94,515.45 


OTHER ASSETS: 
Deposits with utility companies 105. 00 


TOTAL $ 97, 685.55 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 


WASHINGTON, D. C, 


BALANCE SHEET 
As at April 30, 1950 


LIABILITIES 


CURRENT LIABILITIES: 
Notes Payable: 
Liberty National Bank - payable $41.65 
per month 
Zebulon MacMillan, with interest at 6% 
Accounts payable: 
Trade 
Accrued interest 
Scholastic refunds 
Taxes payable and accrued: 
Employees' withholding 


Total Current Liabilities (excluding portion of 
funded debt payable within twelve months) 


FUNDED DEBT: 
Mortgages payable, 1811 Biltmore Street, N.W.: 
First deed of trust - payable $267. 75 per 
month including interest at 4-1/2% $ 28,435. 
Second deed of trust - payable $387.50 per 
month including interest at 5% 38, 244. 66, 680. 


OTHER LIABILITIES: 
Loans payable, officers, without interest or 
date of maturity $ 19, 885. 
Due to Zebulon MacMillan - salary, payable 
at the convenience of the Foundation 6, 066. 


Total Liabilities 


DEFERRED CREDITS: 
Advance registration fees 


TRUST FUND PRINCIPAL: 
Goolsby Endowment Fund 


GENERAL FUND PRINCIPAL: 
Deficit, April 30, 1949 
Add: Net Loss for the fiscal year ended 
April 30, 1950 (Exhibit "B") 


Deficit, April 30, 1950 ( __ 4,170.29) 


TOTAL $_97, 685. 55 


avs Exhibit ''B" 
THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C, 


STATEMENT OF INCOME AND EXPENSE 
For the Fiscal Years Ended 


April 30, 1950, 1949 and 1948 


GROSS INCOME: 


Tuition 
Less: Scholastic refunds 


Net Tuitions received 


Rents received 
Sale of furniture, etc. 
Miscellaneous 


Total Income 


OPERATING EXPENSES 
(Schedule B-1): 


Instruction $ 9,368 $ 9,971.95 
Dormitory and food 10, 823 14, 314. 66 
Administrative 2,294 2,654.43 
Promotion 2,831. 3, 366.68 
General Overhead 7, 715 8,895.35 


Total Operating 
Expenses $ 33, 032. $ 39,203.07 $ 27,631. 


Net Income (Loss) for the Period ($__ 3,375. $ 1,963.36 ($ 7,890. 
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Sheet 1 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
For the Fiscal Years Ended 


April 30, 1950, 1949 and 1948 


1950 
INSTRUCTION: 

Instructors' salaries $ 8,055. 
Gymnasium classes and travel 319. 
Schoolroom supplies and 

textbooks 380. 
Academic test materials 612. 
Miscellaneous - 


Total 9, 368. 


DORMITORY AND FOOD: 
Food 6, 534. 
Wages - Kitchen help 2,848. 
House and medical supplies 124, 
Linen and laundry 293. 
Gas and electricity 1, 023. 
Help-wanted ads - 


Total $_10, 823. 


ADMINISTRATIVE: 
Secretary's salary $ 1,377. 
Professional fees 
Telephone 
Office supplies and stationery 
Bank service charges 
Miscellaneous 


Total 


PROMOTION: 
Advertising . 52 
Travel . 36 
Commissions 59 


Total $ 2,831.47 


Schedule B-1 
Sheet 2 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
; COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
For the Fiscal Years Ended 


April 30, 1950, 1949 and 1948 


1950 


GENERAL OVERHEAD: 
Heat 880. 
Insurance 169. 
Repairs and maintenance 629. 
Interest 3, 565. 
Personal property taxes 399. 
Water rent - 
Trash removal 146. 
Depreciation - building 908. 
Depreciation - furniture, fixtures 

and equipment 850. 
Amortization of building improvements 120. 
Supplies - 
Miscellaneous 46. 
Unapportioned - 


Total | $7,715.59 $ 8,895. 


TOTAL OPERATING EXPENSES $ 33,032.79 $ 39,203. 
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PETITIONER'S EXHIBIT NO. 16-I 
THE SERVICE-SCHOOLS FOUNDATION 
OPERATING 


COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE PERIOD 
MAY 1, 1951 to MAY 31, 1952 


REGARDIE AND BROOKS 
Certified Public Accountants 
1625 EYE STREET, N. W. 
WASHINGTON 6, D. C. 


November 10, 1952 


To the Board of Trustees, 
The Service-Schools Foundation 
1811 Biltmore Street, N. W. 
Washington 9, D. C. 
We have examined the books and records of the Service-Schools Founda- 
tion, operating Columbian Preparatory School, for the period May 1, 1951 to 
May 31, 1952, and submit herewith our report, which includes the following 
exhibits and schedules: 


Exhibit "A" Balance Sheet 
As at May 31, 1952 


Exhibit "B" - Statement of Income and Expense 
For the Period 
May 1, 1951 to May 31, 1952 


Schedule B-1 Operating Expenses 
For the Period 
May 1, 1951 to May 31, 1952 


The books of original entry were maintained in large part by us, and 
accordingly our examination did not include an independent audit of the accounting 
records. 

The accompanying statements have been prepared in conformity with 


generally accepted accounting principles applied on a basis consistent with that 


of the preceding year. 
/s/ Regardie and Brooks 
Certified Public Accountants 


Exhibit A" 
Sheet 1 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
| COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at May 31, 1952 


ASSETS 


CURRENT ASSETS: 

Cash in bank and on hand 2, 068. 24 
Accounts receivable 3, 954. 68 
Inventory - Academic test material (estimate) 400.00 
Prepaid Expenses: 

Prepaid Insurance 

Prepaid Advertising 

Prepaid Office Supplies 1, 083.05 


Total Current Assets 7,505.97 


PROPERTY AND EQUIPMENT (At cost): 


Reserve for Book 
Cost Depreciation Value 


Real Estate - 1811 Biltmore 
Street, N. W.: 
Land $ 49, 741.72 $ - $ 49, 741. 
Building 36, 346.89 5,357.16 30,989. 
Building improvements 8,181.28 824.67 7, 356. 


Total Real Estate $ 94,269.89 $ 6,181.83 $ 88, 088. 


Furniture, Fixtures and 

equipment 17,140.95 5, 373. 08 11, 767. 
Athletic Equipment | 1, 228. 30 487.59 740. 
School bus 1,375.00 286.50 1, 088. 


Total $114,014.14 $ 12,329.00 $101, 685. 101, 685. 14 


OTHER ASSETS: 
Utility Deposit 105.00 


$109, 296. 11 


Exhibit "A" 
Sheet 2 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C, 


BALANCE SHEET 
As at May 31, 1952 


LIABILITIES 


CURRENT LIABILITIES: 
Accounts payable: 
Trade creditors 
Scholastic refunds 
Taxes payable and accrued: 
Employees' withholding taxes 
Total Current Liabilities (excluding portion 
of funded debt payable within twelve months) 


FUNDED DEBT: 
Mortgages Payable, 1811 Biltmore Street, N.W.: 
1st deed of trust - payable $267. 75 per month 
including interest at 4-1/2% $ 24, 720. 
2nd deed of trust - payable $300.00 per month 
including interest at 5% 35, 368. 
Notes payable, Liberty National Bank, 
Payable $80.00 per month 2,154. 62, 243.85 


OTHER LIABILITIES: 
Loan payable, Frances M. Goolsby, 
without interest or date of maturity $ 18,400. 
Loan payable, Robert Goolsby, 
without interest or date of maturity 1,485. 
Due to Zebulon MacMillan - salary, payable 
at convenience of the Foundation 6,616. 
Due to Robert and Ruth Goolsby - salaries, 
payable at the convenience of the Foundation 8,015. 34, 517.43 


TOTAL LIABILITIES $ 98,122.24 


DEFERRED CREDITS: 
Advance Registration fees 155. 00 


TRUST FUND PRINCIPAL: 
Goolsby Endowment Fund 5, 000. 00 


GENERAL FUND PRINCIPAL: 
Balance, April 30, 1951 
Less: Adjustment for prior years' salary 
due Ruth and Robert Goolsby 
Adjusted Balance, April 30, 1951 
Net Income for the Period May 1, 1951 to 
May 31, 1952 (Exhibit "B") 
General Fund Principal, May 31, 1952 6, 058.87 


TOTAL $109, 296.11 


Exhibit ''B" 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
! COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


STATEMENT OF INCOME AND EXPENSE 
For the Period 


May 1, 1951 to May 31, 1952 


GROSS INCOME: 


Tuition $ 69,119.20 
Less: Scholastic Refunds 401.43 


Total Income $ 68, 717. 77 


OPERATING EXPENSES (Schedule B-1): 
Instruction $ 21,696.46 
Dormitory and food 20,476.19 
Administration 5,133. 71 
Promotion 2,442.40 
Automotive 462.73 
General Overhead 14,570.43 


Total Operating Expenses 64, 781. 92 


NET INCOME FOR THE PERIOD CARRIED TO 
GENERAL FUND PRINCIPAL $__ 3, 935.85 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
For the Period 


May 1, 1951 to May 31, 1952 


INSTRUCTION: 
Instructors' salaries $ 14,217. 
Gymnasium classes and travel 2,463. 
Schoolroom supplies and textbooks 2,997. 
Academic test materials 2,017. 
Total 


DORMITORY AND FOOD: 
Food $ 12,050. 
Wages - kitchen help 5, 925. 
House and medical supplies 391. 
Linen and laundry 312. 
Gas and electricity 1,371. 
Miscellaneous 424. 
20,476.19 


ADMINISTRATIVE: 
Secretary's: salary $ 1,799. 
Professional fees 485. 
Telephone 757. 
Office supplies and stationery 709. 
Food allowance 680. 
Bank charges 21. 
Printing 129. 
Cab fare 31. 
Miscellaneous 520. 
5, 133. 71 


PROMOTION: 
Advertising 
Commissions 


AUTOMOTIVE: 
Supplies 
Repairs and maintenance 


Total 462.73 


Total Forward $ 50,211.49 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
, COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
For the Period 


May 1, 1951 to May 31, 1952 


Total Forward $ 50,211.49 


GENERAL OVERHEAD: 
Heat 
Repairs and maintenance 
Water 
Trash removal 
Supplies 
Insurance 
Personal property taxes 
Licenses 
Interest 
Depreciation - Building 
Depreciation - Athletic Equipment 
Depreciation - School Bus 
Depreciation - Furniture, Fixtures & Equipment 
Amortization of building improvements 


Total 14,570.43 


Total Operating Expenses $ 64, 781. 92 
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PETITIONER'S EXHIBIT NO. 16-H 


THE SERVICE-SCHOOLS FOUNDATION 
OPERATING 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE FISCAL YEAR ENDED 
APRIL 30, 1951 


REGARDIE AND BROOKS 
Certified Public Accountants 
1625 EYE STREET, N. W. 
WASHINGTON 6, D. C. 


June 6, 1951 
To The Board of Trustees 
The Service-Schools Foundation 
1811 Biltmore Street, N. W. 
Washington, D. C. 
We have examined the books and records of The Service-Schools Founda- 
tion, operating Columbian Preparatory School, for the fiscal year ended April 30, 


1951, and submit herewith our report, which includes the following exhibits and 
schedules: 


Exhibit "A" Balance Sheet 
As at April 30, 1951 


Exhibit "B" Statement of Income and Expense 
For the fiscal years ended 
April 30, 1951, 1950 and 1949 


Schedule B-1 Operating Expenses 
For the fiscal years ended 
April 30, 1951, 1950 and 1949 


The books of original entry were maintained in large part by us, and 
accordingly our examination did not include an independent audit of the accounting 
records. 

The accompanying statements have been prepared in conformity with 
generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 

/s/ Regardie and Brooks 
Certified Public Accountants. 


‘Exhibit tA" 
Sheet 1 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
' COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at April 30, 1951 


ASSETS 


CURRENT ASSETS: 
Cash in bank $ 7,113. 81 
Accounts receivable: 
Tuition $ 5,887.43 
Loans receivable 194.00 6,081.43 
Inventory of academic test material (estimate) 400.00 
Prepaid insurance 111.41 


Total Current Assets $ 13, 706.65 


PROPERTY AND EQUIPMENT (at cost): 


Reserve for Book 
| Cost Depreciation _Value 


Real Estate - 1811 Biltmore 
Street, N. W.: 


Land 
Building 


Building improvements 
Furniture, fixtures and 


equipment 
Athletic equipment 


Total 


OTHER ASSETS: 


$ 49, 741.72 $ = $ 49, 741. 72 
36, 346. 89 4,372.77 31,974.12 
5, 580.48 581.89 4,998.59 


13, 623. 30 3, 839. 36 9, 783. 94 
612.90 129. 96 482.94 


$105, 905.29 $ 8,923.98 $ 96,981.31 96,981.31 


Deposits with utility companies 105.00 


TOTAL 


$110, 792. 96 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C, 


BALANCE SHEET 
As at April 30, 1951 


LIABILITIES 


CURRENT LIABILITIES: 
Accounts payable: 
Trade creditors 
Scholastic refunds 
Taxes payable and accrued: 
Employees' withholding taxes 


Total Current Liabilities (excluding portion 
of funded debt payable within twelve months) 


FUNDED DEBT: 
Mortgages payable, 1811 Biltmore Street, N. W.: 
1st deed of trust - payable $267. 75 per month, 
including interest at 4-1/2% $ 26, 949. 
2nd deed of trust, payable $300.00 per month, 


Exhibit "A" 


_ Sheet 2_ 


including interest at 5% 37, 277. 


OTHER LIABILITIES: 
Loans payable, officers, without interest or 
date of maturity $ 19, 885. 
Due to Zebulon MacMillan - salary, payable 


at the convenience of the Foundation 6, 366. 


Total Liabilities 


DEFERRED CREDITS: 
Advance registration fees 
Deferred tuition income - advanced course 


TRUST FUND PRINCIPAL: 
Goolsby Endowment Fund 


GENERAL FUND PRINCIPAL: 
Deficit, April 30, 1950 ($ 4,170.29) 
Insurance adjustment 54. 96 
Adjusted deficit, April 30, 1950 ($ 4,225. 
Net profit for the fiscal year ended 


April 30, 1951 (Exhibit "B") 13, 787. 


General Fund Principal, April 30, 1951 


TOTAL 


9, 561. 


$110, 792. 
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Exhibit "B" 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
| COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


STATEMENT OF INCOME AND EXPENSE 
For the Fiscal Years Ended 


April 30, 1951, 1950 and 1949 


1951 1950 1949 
GROSS INCOME: 
Tuition | $ 66,163.17 $ 29,884.88 $ 41, 989.26 


Less: Scholastic refunds 187.43 414.50 1, 047.83 
Net Tuition Received $ 65,975.74 $ 29,470.38 $ 40,941.43 


Rents received 178.00 187.00 204.00 
Miscellaneous - - 21.00 


Total Income $ 66, 153. $ 29,657.38 $ 41,166.43 


OPERATING EXPENSES 
(Schedule B-1): 


Instruction $ 15, 208. ~ $ 9,971. 
Dormitory and food 18, 830. 14, 314. 
Administrative 3,422. 5 2,654 
Promotion 4,286. 3, 366 
General Overhead 10,619. 4 8, 895. 


Total Operating 
Expenses $ 52, 366. . $ 39, 203. 


NET INCOME (LOSS) 
FOR THE PERIOD $_13, 787. : $ 1,963. 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
For the Fiscal Years Ended 


April 30, 1951, 1950 and 1949 


1951 1950 1949 
INSTRUCTION: 
Instructors' salaries $ 9,633.41 8,055.37 $ 7,914.11 
Gymnasium classes and travel 2, 932.02 319. 90 323.09 
Schoolroom supplies and text 
books 1,395.09 380.61 518. 90 
Academic test materials 1,247.97 612.19 1,215.85 
Total $ 15, 208.49 9,368.07 $ 9,971.95 
DORMITORY AND FOOD: 
Food $ 12,693.27 6,534.23 $ 9,333. 72 
Wages - Kitchen help 2,848.58 3,375. 38 
House and medical supplies - 124.25 757.53 
Linen and laundry , 293.13 225. 70 
Gas and electricity a 1,023. 01 617.14 


Help wanted ads : - 


Total : $ 10, 823.20 


ADMINISTRATIVE: 
Secretary's salary 2 $ 1,377.23 
Professional fees , 225.00 
Telephone . 417.89 
Office supplies and stationery - 245. 36 
Bank service charges 
Miscellaneous 


Total 


PROMOTION: 
Advertising 
Travel 
Commissions 


Total 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
' COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
For the Fiscal Years Ended 


April 30, 1951, 1950 and 1949 


1951 
GENERAL OVERHEAD: 

Heat $ 1,090. 
Insurance 300. 
Repairs and maintenance 3, 148. 
Interest 3,299. 
Personal property taxes 185. 
Water rent 113. 
Trash removal 108. 
Depreciation - Building 908. 
Depreciation - Furniture, fixtures 

and equipment 1,020. 
Depreciation - Athletic equipment 129. 
Amortization of building improve- 

ments 
Supplies 
Bad debts 
Miscellaneous 


Total | $_10, 619. - $_ 8,895. 


NET OPERATING EXPENSES $_52, 366. . $ 39, 203. 
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PETITIONER'S EXHIBIT NO. 16-J 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 


WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE FISCAL YEAR 
JUNE 1, 1952 to MAY 31, 1953 


REGARDIE AND BROOKS 
Certified Public Accountants 
1625 EYE STREET, N. W. 
WASHINGTON 6, D. C. 


September 9, 1953 


To The Board of Trustees 
The Service-Schools Foundation 

1811 Biltmore Street, N. W. 

Washington, D. C. 

We have examined the books and records of the Service-Schools 
Foundation, operating Columbian Preparatory School, for the fiscal year, June 1, 
1952 to May 31, 1953, and submit herewith our report, which includes the follow- 
ing exhibits and schedules: 


Exhibit "A" - Balance Sheet 
As at May 31, 1953 


Exhibit "B" - Statement of Income and Expense 
For the Period 
June 1, 1952 to May 31, 1953 


Schedule B-1 Operating Expenses 
For the Period 
June 1, 1952 to May 31, 1953 


The books of original entry were maintained in large part by us, and 
accordingly our examination did not include an independent audit of the accounting 
records. 

The accompanying statements have been prepared in conformity with 
generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 

/s/ Regardie and Brooks 
Certified Public Accountants 


Exhibit "A" 
Sheet 1 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
| COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at May 31, 1953 


ASSETS 


CURRENT ASSETS: 
Cash in bank and on hand $ 1,528.40 
Accounts Receivable 4,895.19 
Inventory - Academic test material (estimated) 400. 00 
Prepaid Expenses: 
Unexpired Insurance 224.81 
Office supplies 80.00 304.81 


Total Current Assets $ 7,128.40 


PROPERTY AND EQUIPMENT (At cost): 


Reserve Book 
Cost Depreciation _Value 


Real Estate - 1811 Biltmore 
Street, N. W.: 
Land $ 49, 741.72 $ - $ 49, 741. 72 
Building 36, 346.89 6,265.83 30,081.06 
Building Improvements 8,181.28 1,076.07 7,105.21 


Total Real Estate $ 94,269.89 $ 7,341.90 $ 86,927.99 


Furniture, Fixtures and 

Equipment 17, 531.97 6,943.61 10,588.36 
Athletic Equipment 1, 305.40 909.85 395.55 
School bus 1,375.00 630.25 744,75 


Total $114,482.26 $ 15,825.61 $ 98,656.65 98,656.65 


OTHER ASSETS: 
Utility Deposits 105. 00 


TOTAL $105, 890. 05 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at May 31, 1953 


LIABILITIES 


CURRENT LIABILITIES: 
Accounts payable: 
Trade creditors 
Scholastic refunds and scholarship awards 
Taxes payable and accrued: 
Employees' withholding taxes 


Total Current Liabilities (excluding 
portion of funded debt payable within 
twelve months) 


FUNDED DEBT: 
Mortgages payable, 1811 Biltmore Street, N.W.: 
ist Deed of Trust - payable $267. 75 per 
month, including interest at 4-1/2% $ 22, 746.67 
2nd Deed of Trust - payable $300. 00 per 
month, including interest at 5% 33, 650.10 
Note payable, Liberty National Bank, 
payable $80.00 per month 1,194.50 57, 591. 


OTHER LIABILITIES: 
Loan payable, Frances M. Goolsby, 
without interest or date of maturity $ 18,400.00 
Loan payable, Robert Goolsby, 
without interest or date of maturity 1,485.00 
Due to Zebulon MacMillan for salary, payable 
at the convenience of the Foundation 6,616.44 
Due to Robert and Ruth Goolsby, salaries pay- 
able at the convenience of the Foundation 9,197.15 35, 698. 


Total Liabilities $ 95, 287. 


TRUST FUND PRINCIPAL: 
Goolsby Endowment Fund 5, 000. 


GENERAL FUND PRINCIPAL: 
Balance, May 31, 1952 $ 6,058.87 

Net (Loss) for the Period June 1, 1952 to 
May 31, 1953 (Exhibit "B") (_456.57) 


General Fund Principal, May 31, 1953 5, 602. 


TOTAL $105, 890. 


Exhibit "B" 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
| COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


STATEMENT OF INCOME AND EXPENSE 
For the Period 


June 1, 1952 to May 31, 1953 


GROSS INCOME: 


Tuition $ 49,469.69 
Less: Scholastic Refunds 903.49 


Total Income $ 48, 566.20 


OPERATING EXPENSES (Schedule B-1): 


Instruction $ 18, 981.25 
Dormitory and Food 12,872.49 
Administrative 4,249.87 
Promotion 1, 927.61 
Automotive 282.61 
General Overhead 10, 708. 94 


Total Operating Expenses 49, 022.77 


NET (LOSS) FOR THE PERIOD CARRIED TO 
GENERAL FUND PRINCIPAL $(__ 456.57) 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
For the Period 


June 1, 1952 to May 31, 1953 


INSTRUCTION: 
Instructors' Salaries $ 13, 842. 
Gymnasium classes and travel 1, 829. 
Schoolroom supplies and textbooks 2,413. 
Academic test materials 895. 
Total $ 18, 981.25 


DORMITORY AND FOOD: 
Food 
Wages-kitchen help 
House and medical supplies 
Linen and laundry 
Gas and electricity 
Miscellaneous 
12, 872.49 


ADMINISTRATIVE: 
Secretary's salary 
Professional fees 
Telephone 
Office supplies and stationery 
Bank charges 
Cab fares 
Postage 
Extra help 
4,249.87 


PROMOTION: 
Advertising 
Commissions 
1, 927.61 


AUTOMOTIVE: 
Gas, lubrication and supplies 
Repairs and maintenance 


Total 282.61 


Total Forward $ 38, 313.83 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
' COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
For the Period 


dune 1, 1952 to May 31, 1953 


Total Forward $ 38, 313.83 


GENERAL OVERHEAD: 
Heat 
Repairs and maintenance 
Water 
Trash removal 
Insurance 
Personal property taxes 
Licenses 
Interest 
Depreciation - Building 
Depreciation - Athletic Equipment 
Depreciation - School Bus 
Depreciation - Furniture, Fixtures & Equipment 
Amortization of Building Improvements 


Total 10, 708. 94 


TOTAL OPERATING EXPENSES $ 49, 022.77 
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PETITIONER'S EXHIBIT NO. 16-K 
THE SERVICE-SCHOOLS FOUNDATION, T/A 


COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE FISCAL YEAR 
JUNE 1, 1953 to MAY 31, 1954 


REGARDIE AND BROOKS 
Certified Public Accountants 
1625 EYE STREET, N. W. 
WASHINGTON 6, D. C. 


June 30, 1954 


To The Board of Trustees 
The Service-Schools Foundation 
1811 Biltmore Street, N. W. 
Washington, D. C. 

We have examined the books and records of The Service-Schools 
Foundation, operating Columbian Preparatory School, for the fiscal year June 1, 
1953 to May 31, 1954, and submit herewith our report, which includes the follow- 
ing exhibits and schedules: 


Exhibit "A" Balance Sheet 
As at May 31, 1954 


Exhibit "B" Statement of Income and Expense 
And Analysis of General Fund Principal 
For the fiscal year 
June 1, 1953 to May 31, 1954 


Schedule B-1 - Operating Expense 
For the fiscal year 
June 1, 1953 to May 31, 1954 


The books of original entry were maintained in part by us, and 
accordingly our examination did not include an independent audit of the account- 
ing records. 

The accompanying statements have been prepared in conformity with 
generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 

/s/ Regardie and Brooks 
Certified Public Accountants 


Exhibit "A" 
Sheet 1 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
| COLUMBIAN PREPARATORY SCHOOL 


WASHINGTON, D. C. 


BALANCE SHEET 
As at May 31, 1954 


ASSETS 


CURRENT ASSETS: 


Cash in Banks and on hand $ 5,920.10 
Accounts Receivable 4,442.86 
Inventory - Academic test material (estimated) 400.00 
Prepaid Expenses: 

Unexpired Insurance 51. 56 

Office Supplies 80.00 131. 56 


Total Current Assets $ 10, 894,52 
PROPERTY AND EQUIPMENT (At cost): 


Reserve for Book 
Cost Depreciation _ Value 


Real Estate - 1811 Biltmore 
Street, N. W.: 
Land $ 49, 741.72 $ - $ 49, 741. 72 
Building 36, 346.89 7,174.50 29,172.39 
Building Improvements 12, 088.40 1,402.81 10,685.59 


Total Real Estate $ 98,177.01 $ 8,577.31 $ 89,599. 70 


Furniture, Fixtures and 

Equipment | 18, 521.88 8, 594.29 9,927.59 
Athletic Equipment 1, 305.40 1,197. 98 107.42 
School bus | 1, 375.00 974.00 401.00 


Total $119, 379.29 $ 19, 343.58 $100,035.71 100,035. 71 


OTHER ASSETS: 
Utility Deposits 105. 00 


$111, 035.23 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at May 31, 1954 


LIABILITIES 
CURRENT LIABILITIES: 


Accounts Payable: 
Trade creditors 
Scholarship awards 

Taxes Payable and Accrued: 
Employees' withholding taxes 
Employee' Social Security taxes 


Total Current Liabilities (excluding 
portion of funded debt payable within 
twelve months) 


FUNDED DEBT: 


Mortgages Payable, 1811 Biltmore Street, N.W.: 
1st Deed of Trust payable $267. 75 per 
month, including interest at 4-1/2% $ 20, 506. 
2nd Deed of Trust payable $300. 00 per 
month, including interest at 5% 31, 533. 
Note Payable, Liberty National Bank, 
payable $80.00 per month 134. 


OTHER LIABILITIES: 


Loan Payable, Frances M. Goolsby, 
without interest or date of maturity 

Loan Payable, Robert Goolsby, 
without interest or date of maturity 

Due to Zebulon MacMillan for salary, payable 
at the convenience of the Foundation 

Due to Robert and Ruth Goolsby, for salaries, 
payable at the convenience of the Foundation 


Total Liabilities 
TRUST FUND PRINCIPAL: 


Clark Goolsby Scholarship Fund $ 10,000. 
Goolsby Fund 1, 245. 


Total 11, 245. 
GENERAL FUND PRINCIPAL: 
General Fund Principal, May 31, 1954 (Exhibit "B") 14, 849. 84 


TOTAL $111, 035.23 
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Exhibit "B" 
THE SERVICE-SCHOOLS FOUNDATION, T/A 


COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


STATEMENT OF INCOME AND EXPENSE 
AND ANALYSIS OF GENERAL FUND PRINCIPAL 
FOR THE FISCAL YEAR JUNE 1, 1953 to MAY 31, 1954 
ee NE S09 LO MAY 91, 190E 


GROSS INCOME: 


Tuition $ 74,683. 82 
Less: Scholastic Refunds 2,843.99 


Total Income $ 71,839.83 


OPERATING EXPENSES (Schedule B-1): 


Instruction $ 27,274.99 
Dormitory and food 18, 722.93 
Administration 4,072.25 
Promotion 1, 923. 76 
Automotive 545. 96 
General Overhead 10, 052.40 


Total Operating Expenses 62, 592.29 


NET PROFIT FOR THE FISCAL YEAR CARRIED 
TO GENERAL FUND PRINCIPAL $__9, 247.54 


ANALYSIS OF GENERAL FUND PRINCIPAL 


General Fund Principal, May 31, 1953 
Add: 
Net Profit for the fiscal year 
June 1, 1953 to May 31, 1954 (above) 9,247.54 
Reduction of indebtedness for salaries 
to Robert E. M. and Ruth C. Goolsby 
in accordance with Agreement 6, 245.05 


Total 
Deduct: 

Transfer from General Fund Principal 
to Goolsby Fund Principal, in 
accordance with agreement with 
Robert E. M. and Ruth C. Goolsby 


GENERAL FUND PRINCIPAL, MAY 31, 1954 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 


WASHINGTON, D. C. 


OPERATING EXPENSES 
FOR THE FISCAL YEAR JUNE 1, 1953 to MAY 31, 1954 


INSTRUCTION: 


Instructors' salaries $ 17,245. 
Gymnasium classes and travel 3, 026. 
Schoolroom supplies and textbooks 5,447. 
Academic test materials 1,555. 


Total $ 27,274.99 


DORMITORY AND FOOD: 


Food 

Wages - kitchen help 

House and medical supplies 
Linen and laundry 

Gas and Electricity 


Total 18, 722.93 


ADMINISTRATIVE: 


Secretary's salary 
Professional fees 

Telephone 

Office supplies and stationery 
Bank charges 

Postage 

Extra help 


4,072.25 


PROMOTION: 
Advertising 1, 923. 76 


AUTOMOTIVE: 


Gas, lubrication and supplies 
Repairs and maintenance 


Total 545. 96 


TOTAL FORWARD '$ 52,539.89 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
' COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
FOR THE FISCAL YEAR JUNE 1, 1953 to MAY 31, 1954 


Total Forward $ 52, 539. 89 


GENERAL OVERHEAD: 


Heat 

Repairs and maintenance 

Water 

Trash removal 

Insurance 

Personal property taxes 

Social Security taxes 

Licenses 

Interest 

Depreciation - Building 

Depreciation - Athletic Equipment 
Depreciation - School Bus 
Depreciation - Furniture, Fixtures & Equipment 
Amortization of Building Improvements 


Total 10, 052.40 


TOTAL OPERATING EXPENSES $ 62,592.29 
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PETITIONER'S EXHIBIT NO. 16-L 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE FISCAL YEAR 
JUNE 1, 1954 to MAY 31, 1955 


REGARDIE AND BROOKS 
Certified Public Accountants 
1625 EYE STREET, N. W. 

WASHINGTON 6, D. C. 


August 8, 1955 


To The Board of Trustees 

The Service-Schools Foundation, 
1811 Biltmore Street, N. W. 
Washington 9, D. C. 

We have examined the books and records of The Service-Schools 
Foundation, trading as Columbian Preparatory School, for the fiscal year June 1, 
1954 to May 31, 1955 and submit herewith our report, which includes the follow- 
ing exhibits and schedules: 


Exhibit "A" - Balance Sheet 
As at May 31, 1955 


Exhibit "B" Statement of Income and Expense 
For the fiscal year 
June 1, 1954 to May 31, 1955. 


Schedule B-1 Operating Expenses 
For the fiscal year 
June 1, 1954 to May 31, 1955. 


The books of original entry were maintained in part by us, and 
accordingly our examination did not include an independent audit of the accounting 
records. 

The accompanying statements have been prepared in conformity with 
generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


/s/ Regardie and Brooks 
Certified Public Accountants 


Exhibit "A" 
__Sheet 1_ 


THE SERVICE-SCHOOLS FOUNDATION, T/A 


COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C, 


BALANCE SHEET 
As at May 31, 1955 


ASSETS 


CURRENT ASSETS: 
Cash in Banks and on hand $ 12,809. 74 
Accounts Receivable 10, 979. 78 
Inventory - Academic test material (estimated) 400.00 


Prepaid Expenses: 
Unexpired Insurance 
Office supplies 619.40 


Total Current Assets $ 24, 808. 92 


PROPERTY AND EQUIPMENT (At cost): 
Reserve for 


Cost Depreciation 
Real Estate - 1811 Biltmore 
Street, Northwest: 
Land $ 49, 741.72 $ - $ 49, 741. 72 
Building 36, 346.89 8,083.17 28,263. 72 
Building Improvements 13, 781.47 1,798.15 11,983.32 


Real Estate - 1854 Biltmore 
Street, Northwest: 
Land 3,692.87 - 3,692. 
Building 18,446.63 176.04 18,270. 
Building Improvements 3,203. 56 21.80 3,181. 


Total Real Estate $125,213.14 $ 10,079.16 $115, 133. 


Furniture, Fixtures and 

Equipment | 22,696.16 10,440.48 12,255. 
Athletic Equipment | 1,453.60 1, 321. 38 132. 
School buses 3,675.00 1, 725.07 1, 949. 


Total $153, 037.90 $ 23,566.09 $129, 471. 129,471.81 


OTHER ASSETS: 


Escrow Deposit - Perpetual Building Association 
Utility Deposit 417.50 


TOTAL . $154, 698. 23 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
As at May 31, 1955 


LIABILITIES 


CURRENT LIABILITIES: 


Accounts Payable: 
Trade Creditors 
Scholarship Awards 


Taxes Payable and Accrued: 
Employees' Withholding Taxes 
Employees' Social Security Taxes 
D. C. Real Estate Tax 


Total Current Liabilities (excluding portion 
of Funded Debt payable within twelve months) $ 1,122. 


FUNDED DEBT (See Sheet 3) 80, 354. 


OTHER LIABILITIES (See Sheet 3) 31, 103. 


Total Liabilities $112, 580. 


TRUST FUND PRINCIPAL: 


Clark Goolsby Scholarship Fund $ 10,000. 
Goolsby Fund 1,245. 


Total 


GENERAL FUND PRINCIPAL: 


Balance, May 31, 1954 
Net Profit for the fiscal year June 1, 
1954 to May 31, 1955 (Exhibit "B") 


General Fund Principal, May 31, 1955 


TOTAL 


Exhibit "A" 
Sheet 3 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


BALANCE SHEET 
At at May 31, 1955 


FUNDED DEBT: 


Mortgages Payable: 
1811 Biltmore Street, Northwest: 
Ist Deed of Trust payable $375.00 per 
month, including interest at 4-1/2% $ 48, 774.62 


2nd Deed of Trust payable $150.00 per 
month, including interest at 5% 14, 865.14 


1854 Biltmore Street, Northwest: 
ist Deed of Trust payable $127.50 per 
month, including interest at 5% 16, 714.28 


Total $ 80, 354. 04 


OTHER LIABILITIES: 


Loan payable, Frances M. Goolsby, 
without interest on date of maturity $ 18,400. 00 


Loan payable, Robert Goolsby, 
without interest on date of maturity 249. 70 


Due to Zebulon MacMillan for salary, payable 
at the convenience of the Foundation 6,616.44 


Due to Robert and Ruth Goolsby for salaries, pay- 
able at the convenience of the Foundation 5, 837. 36 


Total 31, 103. 50 


$111, 457. 54 
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Exhibit "B" 
THE SERVICE-SCHOOLS FOUNDATION, T/A 


COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


STATEMENT OF INCOME AND EXPENSE 
FOR THE FISCAL YEAR 
JUNE 1, 1954 to MAY 31, 1955 


GROSS INCOME: 


Tuition $123, 692.25 
Less: Scholastic Refunds 4,505.50 


Total Income $119, 186. 75 


OPERATING EXPENSES (Schedule B-1): 


Instruction $ 38, 301. 84 
Dormitory and food 36, 999.46 
Administration 5, 887. 84 
Promotion 3, 595. 64 
Automotive 2, 389. 50 
General Overhead 15, 989. 50 


Total Operating Expenses 103, 163. 78 


NET PROFIT FOR THE FISCAL YEAR CARRIED 
TO GENERAL FUND PRINCIPAL $_16, 022.97 
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Schedule B-1 
Sheet 1 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
| COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
FOR THE FISCAL YEAR 
JUNE 1, 1954 to MAY 31, 1955 


INSTRUCTION: 


Instructors Salaries $ 25,145. 
Gymnasium classes and travel 4,463. 
Schoolroom Supplies and Textbooks 6, 325. 
Academic Test Materials 2, 368. 


Total $ 38, 301. 84 


DORMITORY AND FOOD: 


Food 

Wages - Kitchen help 

House and medical supplies 
Linen and laundry 

Gas and Electricity 

Outside Room Rent for Students 


Total 36, 999.46 


ADMINISTRATIVE: 


Secretary's Salary 
Professional Services 
Telephone and Telegraph 
Office Supplies and Stationery 
Bank Service Charges 
Postage 

Extra Help 


5, 887. 84 


PROMOTION: 


Advertising 
Commissions 


3,595. 64 


AUTOMOTIVE: 


Gas, Lubrication and supplies 
Repairs and maintenance 


Total 2, 389. 50 


Total Forward $ 87,174.28 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 
FOR THE FISCAL YEAR 
JUNE 1, 1954 to MAY 31, 1955 


Total Brought Forward $ 87,174.28 


GENERAL OVERHEAD: 


Heat 

Repairs and maintenance 

Water 

Trash Removal 

Insurance 

Personal Property Taxes 

Social Security Taxes 

Licenses 

Interest 

Refinancing expense 

Depreciation - Buildings 

Depreciation - Athletic Equipment 
Depreciation - School Buses 
Depreciation - Furniture, Fixtures and Equipment 
Amortization of Building Improvements 


Total 15, 989. 50 


TOTAL OPERATING EXPENSES $103, 163. 78 


PETITIONER'S EXHIBIT NO. 


[ PETITIONER'S EXHIBIT NO. 16-M is a duplicate 
of PETITIONER'S EXHIBIT NO. 16-A, which is 
printed herein at pages 161 - 165.| 
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‘PETITIONER'S EXHIBIT NO. 16-N 
THE SERVICE SCHOOLS FOUNDATION, T/A 


COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


FINANCIAL REPORT 
FOR THE FISCAL YEAR ENDED 
June 1, 1956 to May 31, 1957 


Letter of Transmittal 


Exhibit "A" - Balance Sheet 
As at May 31, 1957, 1956, and 1955. 


Exhibit "B" Statement of Income 
For the fiscal years ended 
May 31, 1957, 1956 and 1955. 


Footnotes to Financial Statements 


Schedule A-1 - Property and Equipment 
As at May 31, 1957, 1956 and 1955. 


Schedule A-2 Long Term Liabilities 
As at May 31, 1957, 1956 and 1955. 


Schedule A-3 Other Liabilities 
As at May 31, 1957, 1956 and 1955. 


Schedule B-1 Operating Expenses 
For the fiscal years ended 
May 31, 1957, 1956 and 1955. 


REGARDIE AND BROOKS 
Certified Public Accountants 
1625 EYE STREET, N. W. 
WASHINGTON 6, D. C. 


June 26, 1957 


To the Board of Trustees, 

The Service-Schools Foundation, 
1811 Baltimore Street, Northwest, 
Washington 9, D. C. 


We have examined the books and records of The Service-Schools 
Foundation, trading as Columbian Preparatory School, for the fiscal year June 1, 
1956 to May 31, 1957 and submit herewith our report, which includes the 
exhibits and schedules listed in the foregoing index. 


Our examination was made in accordance with generally accepted 
auditing standards, and including such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 
However, as we considered the system of internal control inadequate during the 
year under review, we are unable to express an independent accountant's opinion 
as to the overall representations contained in the accompanying financial 
statements. 


/s/ Regardie and Brooks 


Certified Public Accountants 


Exhibit "tA" 
_ Sheet 1 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C, 


BALANCE SHEET 


ASSETS 


May 31, 
1957 1956 
CURRENT ASSETS: 
Cash in banks and on hand $ 16,823.03 $ 8,487.79 $ 12,809. 74 
Accounts Receivable 2,038.93 6,486. 33 10, 979. 78 


Inventories (Estimated): 
Textbooks and outlines 6, 000.00 - 
Academic test materials 2,450. 2,450. 


Prepaid Expenses: 
Unexpired Insurance, etc. 1,030. 2, 741. 


Total Current Assets $ 28, 342. $ 20,165.57 $ 24, 808. 


PROPERTY AND EQUIPMENT: 


Cost less depreciation - 
Schedule A-1 - $155, 911. $129,471. 
OTHER ASSETS: 


Escrow Deposit - 
Perpetual Building Association , , $ 312.50 
Utility Deposit . , 105.00 


Total Other Assets . 50 “ $ 417.50 


TOTAL $236,457.40 $176,609. $154. 698. 23 
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Exhibit "tA" 
Sheet 2 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C, 


BALANCE SHEET 
LIABILITIES 


1957 
CURRENT LIABILITIES: 


Accounts Payable and Accrued Expenses: 
Trade Creditors 
Scholarship Awards 
Accrued Payable and Bonuses 
Students’ Deposits 


Taxes Payable and Accrued: 
Employees’ withholding taxes 
Social Security taxes 
Real Estate taxes (see Note 1) 2,032. 


Total Current Liabilities 
(excluding portion of funded 
debt payable within 12 months) $ 7,865. ; $ 1,122. 
FUNDED DEBT: 
Schedule A-2 $106, 561. $ 87,671. $ 80, 354. 


OTHER LIABILITIES: 
Schedule A-3 $_33,025.90 $ 36, 368. $ 31, 103. 


TRUST FUND PRINCIPAL: 


Clark Goolsby Scholarship Fund $ 10,000. $ 10,000. $ 10,000. 
Goolsby Fund 1, 245. 1, 245. 1,245. 


Total | $ 11,245. $ 11,245. $ 11,245. 


GENERAL FUND PRINCIPAL: 


Balance at beginning of fiscal year $ 38,125.56 $ 30,872. $ 14, 849. 
Net profit for the fiscal year 

(Exhibit "B'') 33, 634.18 7,252. 16, 022. 
Inventory adjustment 6,000.00 - - 


Balance at end of fiscal year $ 77,759.74 $ 38,125. $ 30,872. 


TOTAL $236,457.40 $176,609. $154, 698. 
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Exhibit "B" 
THE SERVICE-SCHOOLS FOUNDATION, T/A 


COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


STATEMENT OF INCOME 


FISCAL YEAR ENDED 
May 31, 
1957 1956 1955 


GROSS INCOME: 


Tuition and other fees $201,020.55 $127,402. $123, 692. 
Less: Scholastic Refunds 4,021.85 3, 784. 4,505. 


Net Fees $196,998.70 $123,618. $119, 186. 
Gain on Sale of Equipment - 150. - 


Gross Income $196,998.70 $123, 768. $119, 186. 


OPERATING EXPENSES: 


Instruction $ 42,780.03 $ 36,052. $ 34, 584. 
Dormitory and Food 47, 708. 88 36,613. 34, 776. 
Administrative 14, 143.23 6, 597. 5,141. 
Promotion 12,685. 86 10, 462. 3, 595. 
Athletic 10, 239. 24 5, 864. 7, 727. 
General Overhead 35, 807. 28 20, 926. 17, 338. 


Total Operating Expenses $163, 364.52 $116,515. $103, 163. 
NET PROFIT FOR THE FISCAL YEAR 


CARRIED TO GENERAL FUND 
PRINCIPAL $ 33,634.18 $ 7,252. $ 16, 022. 


FOOTNOTES TO FINANCIAL STATEMENTS 


1. Real estate taxes amounting to $2,032.58 have been accrued, as a 
result of assessments made by the District of Columbia. The assessments 
are being contested, however, on the basis that the school is a non-profit 


organization. 


2. Sales and use taxes from August 8, 1956, may be levied against the 
school by the District of Columbia, pending the outcome of litigation regarding 
the real estate tax question. As the amount of sales and use taxes involved has 
not been determined at this time, no accrual therefore has been made. 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


PROPERTY AND EQUIPMENT 


REAL ESTATE: 


1811 Biltmore Street, Northwest: 
Land 
Building 
Building improvements 
Total 


1854 Biltmore Street, Northwest: 
Land 
Building 
Building improvements 


Total 


1963 Biltmore Street, Northwest: 
Land 
Building 
Building improvements 


Total 


1961 Biltmore Street, Northwest: 
Land 
Building 
: : Total 
1906 Biltmore Street, Northwest: 
Land 
Building 
Building improvements 
Total 
Total Real Estate 
Furniture, Fixtures and Equipment 
Athletic Equipment 
School Buses 


Cost 


$ 49, 741. 
36, 346. 
16, 148. 


$ 3,692. 
18,446. 
$ 26,812. 


$ 4,171. 
11, 700. 


2,455. 


Schedule A-1 


1957 


Depreciation 


Taken 


ToDate 


72 $ = 


89 9, 900. 
38 2, 913. 


$102, 236. 


$ 49, 741. 72 
51 26,446. 38 
77 _13,234.61 


99 $ 12,814. 


87 $ = 


63 1,098. 


28 $ 89,422.71 


$ 3,692.87 
38 17,348.25 


4,672.60 242. 


10 $ 1,340. 


15 $ = 


82 560. 
08 98. 


$ 18, 327. 


$ 3,983. 


17, 775. 


.80 $ 36,643. 


36 4,430.24 


74 $ 25,471.36 


$ 4,171.15 
66 11,140.16 
74 2, 356. 34 


.40 $ 17,667.65 


27 
.27 $ 21,425. 


$ 4,311. 


-53 18,918. 
65 627.45 


.18 $ 23,856.57 
.08 $ 15,515. 
.14 16,370. 


87 $177, 844. 
26,480. 


May 31, 
1956 


$ 49, 741. 
27, 355. 
11, 986. 


$_ 89, 083. 


$ 3,692. 


17, 809. 42 
4, 548. 


$ 26,051. 


$ 4,171. 
11,432. 


2,418. 


1955 


Cost less Depreciation' 


72 $ 49,741. 72 
05 28,263. 72 
59 _ 11,983.32 


36 $ 89, 988. 76 


87 $ 3,692.87 
18,270.59 
92 3,181.76 


21 $ 25, 145.22 
I§$ | - 


68 
14 


$ 18,021. 


pian a Stesie 


$133, 156. 
19, 211. 
69. 
3,553. 


ae 
54 $115, 133.98 
98 12,255.68 
96 132.22 


10 1, 949.93 


82 $207,606.98 $155, 991. 58 $129,471. 81 
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Schedule A-2 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 


Washington, D. C. 
LONG-TERM LIABILITIES 


FUNDED DEBT: 
Mortgage Payable: 


1811 Biltmore Street, Northwest: 
1st deed of trust payable $375.00 
per month including interest at 
4-1/2% $ 44,858.11 $47,056.58 $ 48,774.62 
2nd deed of trust payable $150. 00 
per month including interest at 
5% 12, 744.20 13,876.07 14, 865. 14 


1854 Biltmore Street, Northwest: 
1st deed of trust payable $127. 50 
per month including interest at 
5% 15, 257.05 16, 064.41 


1963 Biltmore Street, Northwest: 
1st deed of trust payable $82.50 per 
month including interest at 4-1/2% 10,206. 76 10,673. 97 


1961 Biltmore Street, Northwest: 
1st deed of trust payable $67.50 per 
month including interest at 4-1/2% 8,647. 51 
2nd deed of trust payable $1, 000. 00 
September 15, 1957 and $1, 000.00 
September 15, 1958 with interest 
at 6% 2,000.00 


1906 Biltmore Street, Northwest: 
Ist deed of trust payable $108. 75 
per month including interest at 
4-1/2% 12, 847. 96 


$106,561.59 $ 87,671.03 $ 80,354. 


Schedule A-3 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OTHER LIABILITIES 


Note payable, Robert E. M. 
Goolsby, 6% demand 


Loan Payable, Robert E. M. Goolsby 
without interest or date of maturity 


Due to Zebulon MacMillan for salary, 
payable at the convenience of the 
Foundation 


Due to Robert E. M. and Ruth C. 
Goolsby for salaries, payable at the 
convenience of the Foundation 


TOTAL 


$ 18,400.00 


1, 813. 70 


6,616.44 


6,195. 76 


$_33, 025. 90 


$ 18,400.00 


5,249. 70 


6,616.44 


6,102.33 


$ 36, 368.47 


$ 18,400.00 


249. 70 


6,616.44 


_5, 837.36 


$_31, 103. 50 
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. C, 


WASHINGTON, D 
OPERATING EXPENSES 


Fiscal Years Ended May 31, 


INSTRUCTION: 


Instructors' salaries 

Schoolroom supplies and textbooks 
Student testing 

Academic test materials 

Extra help - teaching and grading 
Scholarship Awards 


Total 


DORMITORY AND FOOD: 


Food 

Wages - kitchen help 

Wages - maintenance and services 
House and medical supplies 

Linen and laundry 

Extra help - dormitory and food 
Rent - outside rooms 


Total 


ADMINISTRATIVE: 


Headmaster's salary 
Secretary's salary 
Professional services 
Telephone and telegraph 
Office supplies and stationery 
Postage 

Bank service charges 
Trustees! fees 

Extra help - clerical 


Total 


PROMOTION: 


Catalogs, brochures and material 
Travel 

Advertising 

Promotional salaries 

Clerical services 

Commissions 


Total 


Total Forward 


1957 


$ 32, 761.35 
5, 228. 20 
2,643.26 
1, 324.88 

692. 34 
130.00 


$_42, 780.03 


$ 26, 980. 86 
10, 253. 93 
8, 061. 05 

1, 068. 70 
302. 24 
637.10 
405.00 


$ 47, 708. 88 


4, 800.00 
3, 300. 00 
3, 338. 50 
1, 257. 80 
636. 83 
463.99 
26.11 
275.00 
45.00 


$_14, 143.23 


4,824.01 
4,415.56 
1,670.08 

1, 350.00 
270.84 
_ 155.37 


$ 12,685. 86 


$117, 318. 00 


Schedule B-1 
Sheet 1 


THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 


1956 


$ 26, 746.55 
6,275.83 


2,250. 93 
778.81 


$ 36, 052.12 


$ 18,350.68 
18, 900. 12 


3, 668. 60 
694. 02 


$_36, 613.42 


$_10, 462.12 


$ 89, 724.80 


1955 


$ 25,145. 02 
6,325.47 


2, 368.00 
746. 32 


$_34, 584. 81 


$ 19, 921. 75 
9, 053. 94 


3, 062.28 
469.80 


2,268.29 


$_34, 776.06 


2,400.00 
550. 00 
1,459.29 
337.45 
377. 10 
17.68 


$5,141.52 


2,825.14 


770. 50 
$3,595.64 


$_78, 098.03 


Schedule B-1 
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THE SERVICE-SCHOOLS FOUNDATION, T/A 
COLUMBIAN PREPARATORY SCHOOL 
WASHINGTON, D. C. 


OPERATING EXPENSES 


Fiscal Year Ended May 31, 
1957 1956 1955 


Total Brought Forward $117, 318.00 $ 89,724.80 $ 78,098.03 


ATHLETIC: 


Coaching and Instruction $ 4,247. .389 $ 4,463. 
Repairs and maintenance - 

Auto equipment 2,678. -71 1, 805. 
Depreciation - school buses 819. . 83 751. 
Gas and lubrication - Auto equipment 715. . 85 583. 
Gym classes supplies and equipment 474. 

Depreciation - athletic equipment 182. - 26 
Licenses 151. 
Insurance - automobiles 144. 
Repairs and maintenance - 
athletic equipment 50. 
Miscellaneous 775. 


Total $ 10,239. 


GENERAL OVERHEAD: 


Repairs and maintenance - 

Buildings and equipment $ 7, 724. 4,972. 
Interest 6, 515. 4,672. 
Depreciation - furniture and fixtures 3, 724. 2,206. 
Depreciation - buildings 2,357. 1,637. 
Real Estate taxes (see Note 1) 2,592. - 
Heat 2,274. 1,911. 
Gas 1, 312. 2,094, 
Electricity 2,057. 

Social Security taxes 1, 523. 873. 
Insurance, General 1,136. 879. 
Amortization of building improvements 870. 571. 
Depreciation - station wagon 725. = 
Water 533. 318. 
Personal Property taxes 367. 263. 
Trash removal 215. 189. 
Licenses 142. 181. 
Garage rent 64. 154. 
Miscellaneous 1,670. - 


Total $_35, 807. $20,926.46 $ 17,338.43 


TOTAL OPERATING EXPENSES $163, 364. $116,515.30 $103, 163. 78 
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[ Filed Dec. 30, 1958] 


DISTRICT OF COLUMBIA TAX COURT 
THE SERVICE SCHOOLS FOUNDATION, 
Petitioner, 


Docket Nos. 1664 
1665 


: 1666 
DISTRICT OF COLUMBIA, : 1667 


Respondent, 


Four Cases 


MOTION THAT THE CASES BE DECIDED UPON 

THE TRANSCRIPT OF EVIDENCE AND EXHIBITS 

IN CASES NOS. 1617 to 1621, BOTH INCLUSIVE, 

WITH SUCH STIPULATION OF ADDITIONAL FACTS 

AS THE PARTIES MAY AGREE TO 

Now comes the petitioner, The Service Schools Foundation, by its 

attorney, Deal Hill Stanley, and moves the court that these cases be 
decided by the court upon the transcript of testimony and exhibits in 
cases Nos. 1617 to 1621 both inclusive with such stipulation of additional 
facts and evidence upon which the parties may agree, and that the filing 
of petitioner's brief in those cases and in the other cases mentioned be 
extended until February 16, 1959, and that the time for filing the re- 
spondent's brief be extended until March 16, 1959. 


Respectfully submitted, 


/s/ Dean Hill Stanley 
Attorney for Petitioner 
[Granted, 12/30/58 
Jo. V. Morgan, Judge] 


[ Filed February 12, 1959] 


Docket Nos. 1617, 1618, 1619, 
Five Cases 1620, 1621 


STIPULATION 
It is hereby stipulated and agreed by and between the parties here- 
to by their respective counsel as follows: 


240 

1. That the attached certificate, marked Exhibit A, signed by 
the clerk of the Circuit Court of Smyth County, Virginia, whose signature 
is authenticated by Thomas L. Hutton, judge of said court, may be 
received in evidence in these cases in support of the asserted fact that 
Robert E. M. Goolsby is the sole heir at law of Mrs. Frances Moorman 
Goolsby. 

2. That Robert E. M. Goolsby, if recalled as a witness in these 
cases, would testify that the attached promissory note, marked Exhibit 
B, was duly executed by him on behalf of The Service Schools Founda- 
tion, petitioner, on the date it purports to have been executed pursuant 
to a resolution of the Board of Directors of Petitioner, dated December 
20, 1954, a certified copy of which resolution is attached hereto as Ex- 
hibit C. 

3. That the aforesaid promissory note was released and cancelled 
when the amount thereof was credited against the purchase price when 
Robert E. M. Goolsby purchased from petitioner Lot 814, Square 2549, 
improved by premises known as 1854 Biltmore Street, Northwest, 


Washington, D. C., pursuant to agreement which is Exhibit 13 in these 


cases. 
4. That if deemed necessary by the court, these cases may be 
re-opened for the purpose of the receipt and filing of this stipulation. 


/s/ Dean Hill Stanley 
Attorney for Petitioner 


/s/ Robert E. McCally 
Assistant Corporation Counsel, 
District of Columbia 


Attorney for Respondent 


EXHIBIT "A" TO STIPULATION 


This is to certify that in accordance with the records on file in 
the Clerk's Office of the Circuit Court of Smyth County, Virginia, the 
list of heirs filed in the estate of Frances Moorman Goolsby on October 
6, 1954, and recorded in will book 17 page 299, shows that Robert E. M. 
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Goolsby, age 46, relationship son, address 1811 Biltmore Street, N. W., 
Washington 9, D.C. is the sole heir at law of the said Frances Moorman 
Goolsby and this is to further certify that no will has been probated or 
offered for probate in the Clerk's Office of the Circuit Court of Smyth 
County, Virginia, in the estate of Frances Moorman Goolsby. 
Given under my hand and seal this December 8, 1958 


/s/ Lloyd E. Currin, Clerk 
Circuit Court of Smyth County, Virginia 


State of Virginia, County of Smyth, to-wit: 

I, Thomas L. Hutton, Judge of the Circuit Court of the County of 
Smyth, in the State of Virginia, do certify that Lloyd E. Currin, whose 
name is signed to the foregoing certificate, is now, and was at the time 
of signing the said certificate, Clerk of the said Circuit Court, duly 
elected and qualified according to law; that his said signature is genuine; 
that all his official acts are entitled to full faith and credit; that the at- 
testation of the said Lloyd E. Currin, to the said certificate is in due 
form of law; and that the seal of the Court annexed thereto was duly af- 


fixed by the said Lloyd E. Currin, Clerk as aforesaid. 
Given under my hand this 12/8/58 


/s/_Thomas L. Hutton 
JUDGE 
State of Virginia, County of Smyth, to-wit: 

I, Lloyd E, Currin, Clerk of the Circuit Court of the County of 
Smyth in the State of Virginia, a court of record, do hereby certify that 
Thomas L. Hutton, whose name is signed to the foregoing certificate, 
Judge of the said Circuit Court of the said County of Smyth, duly 
qualified according to law; that his signature is genuine, and that all of 
his official acts are entitled to full faith and credit. 

Given under my hand this December 8, 1958 

/s/ Lloyd E. Currin, Clerk 


Circuit Court of Smyth County, 
Virginia 
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EXHIBIT “B" TO STIPULATION 


WASHINGTON, D. C.___Jan. 1, 19 55 


ondemandafterdate i  days-after-dete- promise to pay 


to the order of _ The heirs, or their assigns or Mrs. M. G. Goolsby estate 


Eighteen Thousand Four Hundred -----------------2------------------- 


For value received, with interest at the rate of "© per cent, per 
annum until paid. 
Payable at LIBERTY NATIONAL BANK, Washington, D. C. 

The:maker or makers and all other parties hereto, whether endorsers, sureties or 
guarantors severally waive presentment, demand protest and notice, and consent to any 
extension of the time of payment hereof made after maturity by agreement with the maker, 
with or without notice, and if this note be not paid when due hereby authorize any attorney 
of any court of record to appear for us or either of us in such court and confess judgment 
without process in favor of the holder for such amount as may be due and unpaid herein with 
costs of suit and 10 per cent attorney's fee, hereby waiving all right of appeal and stay of 

execution. 


The Service Schools Foundation 
/s/ by R. E. M. Goolsby, President 
ADDRESS 


EXHIBIT "C" TO STIPULATION 


I, Ruth C. Goolsby, Secretary of The Service-Schools Foundation, 
Inc., hereby certify that the following resolution was duly passed by the 
Board of Trustees of said corporation on December 20, 1954; to wit: 


“Resolved, in view of the fact that in recent years Mrs. Frances 
Moorman Goolsby has made many loans to the Corporation by check and by 
cash, extending from 1946 through 1951, said loans being evidenced only 
by unsecured notes bearing no interest and without specific date of maturity, , 
and in view of the fact that during her last months of illness Mrs. Goolsby « 
was unable to attendto her financial affairs in an orderly manner so that in 
consequence her present administrators are unable to find among her effects 


any of the notes due her from the Corporation, together with other notes and * 
vw 
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evidences of monies due her, the Corporation hereby freely acknowledge 
their indebtedness to the estate of Mrs. Frances Moorman Goolsby in 
the amount of $18,400.00, and that the Trustees are hereby directed to 
authorize and the President hereby directed to give the estate of Frances 
M. Goolsby a note for $18, 400.00, said note to bear interest and have a 
date of maturity satisfactory to the heirs of Mrs. Frances M. Goolsby." 


/s/ Ruth Chryst Goolsby, 
Sec.-Treas. 
The Service-Schools Foundation, Inc. 


[ Filed April 28, 1959] 
OPINION NO. 965 Dockets Nos. 1617-1621 
and 
1664-1667 
FINDINGS OF FACT AND OPINION 

All of the above numbered nine cases involve real estate taxes on 
pieces of real property belonging to the petitioner for the fiscal years 
ending June 30, 1958 and June 30, 1959. The petitioner claims that it 
is a school "not organized or operated for private gain"; and that, there- 
fore, its real property is exempt from taxation under the provisions of 
Section 47-801a(j )» District of Columbia Code, 1951 Edition. The 
respondent concedes that the petitioner is a school within the meaning 
of the statute, but insists that it cannot be said to be "not organized or 
operated for private gain." 


Findings of Fact 
1(a) The petitioner is a District of Columbia corporation. It was 


organized on May 1, 1946. 
(b) Its purposes and objects as set forth in its certificate of in- 
corporation are the following: 


SER eS 
1/ Section 1(j), Act of Dec. 24, 1942, 56 Stat. 1089, Ch. 826. 
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"Third. The particular business and objects of the 
corporation are to conduct research to determine those 
intellectual, emotional, social and moral aptitudes which 
best qualify young men for a career in the Armed Services 
of the United States of America; to devise, by scientific 
research, methods by which those intellectual, emotional, 
social and moral aptitudes necessary for a career in these 
Services may be developed in young men; to conduct a school 
or schools for the preparation of young men for the entrance 
examination for the United States Military Academy, the 
United States Naval Academy and the Coast Guard Academy; 
and to afford training in anticipation of the intellectual and 
psychological adjustments necessary to a successful career 
in the Military and Naval Services of the United States of 


America." 


(c) The number of trustees, directors or managers, as provided 
in the certificate of incorporation was three. 

(d} The certificate further provided, among other things as 
follows: 

" * * *, No part of the net earnings of the corpora- 
tion shall inure to the benefit of any private individual; 
provided, however, that this provision shall not prevent the 
payment of reasonable compensation for services rendered 
the corporation nor the awarding of scholarships, prizes or 
other aids to encourage worthy young men to strive for 
scholarly attainment." 


(e) The incorporators of the petitioner were the following: 


Robert Edwin Moorman Goolsby, (hereinafter referred to as "Robert E. 
M. Goolsby"), his wife, Ruth Chryst Goolsby, and a relative, Frances 
M. Goolsby. Robert E. M. Goolsby and Ruth Chryst Goolsby became 
and still remain trustees of the petitioner. 

2(a) For some time prior to the date of the incorporation of the 
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petitioner, Robert E. M. Goolsby was employed in a privately operated 
school known as "Columbian Preparatory School," and which was operated 
for private gain in premises 1811 Biltmore Street, N. W., more partic- 
ularly described as Lot 34 in Square 2548, Washington, D. C.; and on 
April 17, 1946, the said Goolsby acquired the above described real estate, 
and purchased it for the sum of $6,000 the exclusive right to the name 
“Columbian Preparatory School." 

(b) The Columbian Prepartory School had, prior to May 1, 1946, 
been conducted as a school devoted to preparing boys for entry into the 
service schools of West Point and Annapolis and into colleges, and had 
obtained a reputation and good will of value; and the name "Columbian 
Preparatory School" represented and was intended to represent such a 
school, 

3. Ata meeting of the trustees of the petitioner held on May 4, 
1946, and which was attended by Robert E. M. Goolsby and his wife, 
Ruth Chryst Goolsby, as the only trustees, the following action was taken 
by the two trustees, as appears from the minute book of the petitioner. 

“Mr. Robert E. M. Goolsby offered to authorize the 
corporation to avail itself of all the privileges and rights 

acquired by him on a contract dated April 17, 1946, be- 

tween him and Faul W. Puhl, so long as the corporation 

retain Mr. Goolsby as head master of Columbian Prepar- 

atory School. Upon motion duly made and seconded, this 

offer of Mr. Goolsby was accepted subject to the drafting 

of a formal contract containing the provisions of his offer." 

4. On October 24, 1956, at the direction and with "the consent 
of the entire Board of Trustees of the petitioner, consisting of Robert 
E. M. Goolsby, Ruth Chryst Goolsby and Joseph G. Dubuque, the 


certificate of incorporation of the petitioner was amended by adding a 


new paragraph reading as follows: 
“Sixth. If for any reason the Board of Trustees 
determines that it is not advisable, possible, or practicable 
_to continue the conduct of a school in order to carry out the 
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the corporate purpose, thereupon the assets of the corpo- 
ration shall be sold either by the corporation or the Board 
of Trustees as liquidating trustees in dissolution, for such 
price and on such terms as may be fixed by the trustees. 
Out of the proceeds of the sale there shall first be paid all 
corporate debts, obligations, and liabilities, and the 
balance of such proceeds shall be paid over as follows: 

“Each person who has at any time contributed money 
or property to the corporation may, in the manner here- 
inafter provided, have the right to designate a school, 
college, university, or educational foundation or fund 
which is not organized or operated for private gain, as 
such is legally defined, to receive such portion of such 
proceeds as bears the same ratio. to the entire assets of 
the corporation as the amount of money or property which 
such donor has contibuted to the corporation bears to the 
entire amount contributed by all donors. Such designa- 
tion may be evidenced by a statement in writing delivered 
to the trustees of the corporation at the time such donation 
is made or at any time between the time of the donation 
and the distribution. Such designation may be changed by 


a donor at any time prior to distribution. A donor may 


make such designation in his or her will and if a donor is 
deceased at the time of such distribution the designation 

in his or her will shall control. Any portion of such 
proceeds for which designation has not been made shall be 
distributed to such institutions so organized as the Board 

of Trustees may direct. In any such distribution Robert 

E. M. Goolsby and Ruth Chryst Goolsby shall be entitled 

to be taken and considered as having each donated 
$40,000.00, and no donor shall be taken or considered to have 
donated less than $1,000.00." 
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5(a) The by-laws of the petitioner adopted on May 4, 1946, pro- 
vided, among other things, as follows: 


“VI 
MEMBERS 


"1. The persons named as incorporators in the 


certificate of incorporation, having contributed the sum 
of $5,000 in memory of Fleming Clark Goolsby, said 
fund to be known as the ‘Goolsby Fund" and to be used 
for the purposes and objects of the Foundation, and 
having given valuable services in the organization and 
establishment of the Foundation, shall be life members 


of the Foundation and each entitled to cast twenty-five 
votes at the annual meeting for the election of the Board 


of Trustees. Upon the death or resignation of any one 
of these three members, his or her twenty-five votes shall 


be divided equally between the survivors, who shall be 


entitled to cast the same, and upon the death of the last 
survivor the seventy-five votes shall be divided amongst 


the other members in the ratio. which the number of 
votes which each member has theretofore been entitled 
to cast bears to the total number of votes all such mem- 
bers have been entitled to cast. 

"2. Any person who contributes the sum of $1,000, 
or any multiple thereof, may be elected by the Board of 
Trustees to life membership in the Foundation, and when 
so elected, shall be entitled to cast one vote at meetings 
of the Foundation for each $1,000 contributed. Such 
membership with the votes represented thereby may be 
transferred or bequeathed to any person approved by the 
Board of Trustees. Upon the death or resignation of a 
member without transferring or bequeathing his member- 
ship such membership shall lapse. There may be only 
one transfer or bequest of a membership except as provided 


in paragraph 1 hereof. 
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*3. The Board of Trustees may by unanimous vote 


elect to membership persons who have contributed valuable 
service to the Foundation. Any such person shall be en- 
titled to one vote in the annual and special meetings of the 
Foundation." 


* * 


“VIII 
DIVIDENDS 


“There shall be no declaration or distribution of 
dividends or other earnings or profits of the Foundation 
to any of its members or trustees. No part of the net 
earnings of the Foundation shall inure to the benefit of 
any private individual; provided, however, that this pro- 
vision shall not prevent the payment of reasonable com- 
pensation for services rendered the Foundation nor the 
awarding of scholarships, prizes or other aids to encourage 
worthy young men to strive for scholarly attainment." 


J TX 
DISSOLUTION 


"In the event of the dissolution of the Foundation, the 
assets thereof, after the payment of all debts and obliga- 
tions of the Foundation, shall be distributed amongst the 
members in the ratio which the amounts of money or 
property which each member has contributed to the Founda- 
tion for the;carrying out of its purposes bears to the total 
assets." 

(b) On October 31, 1956, the by-laws were amended by striking 
out Article [X, quoted in the subparagraph immediately preceding, and 
substituting in lieu thereof the following: 

"If for any reason the Board of Trustees determines 
that it is not advisable, possible, or practicable to con- 
tinue the conduct of a school in order to carry out the 
corporate purpose, thereupon the assets of the corpora- 
tion shall be sold either by the corporation or the Board 
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of Trustees as liquidating trustees in dissolution, for 
such price and on such terms as may be fixed by the 
trustees. Out of the proceeds of the sale there shall 
first be paid all corporate debts, obligations, and 
liabilities, and the balance of such proceeds shall be paid 
over as follows: 

"Each person who has at any time contributed money or 
property to the corporation may, in the manner hereinafter 
provided, have the right to designate a school, college, 
university, or educational foundation or fund which is not 
organized or operated for private gain, as such is legally 
defined, to receive such portion of such proceeds as bears 
the same ratio to the entire assets of the corporation as 
the amount of money or property which such donor has con- 
tributed by all donors. Such designation may be evidenced 
by a statement in writing delivered to the trustees of the 
corporation at the time such donation is made or at any 
time between the time of the donation and the distribution. 
Such designation may be changed by a donor at any time 
prior to distribution. A donor may make such designation 
in his or her will and if a donor is deceased at the time 
of such distribution the designation in his or her will 


shall control. Any portion of such proceeds for which 


designation has not been made shall be distributed to 

such institutions so organized as the Board of Trustees may 

direct. In any such distribution Robert E. M. Goolsby 

and Ruth Chryst Goolsby shall be entitled to be taken and 

considered as having each donated $40,000.00, and no 

donor shall be taken or considered to have donated less 

than $1,000.00." 

6(a) Some time in the year 1946 the petitioner began the opera- 
tion of a school under the name of "Columbian Preparatory School, and 
has continued to operate such school under that name to the present time. 
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(b) In the petitioner's prospectus and other information issued 
to the public describing the features of the school conducted by the peti- 
tioner, the only name of the school used is the name "Columbian" and 
no mention is made of the corporate name of the petitioner, namely, 
*The Service-Schools Foundation." 

(c) All of the good will and reputation related to the school con- 
ducted by the petitioner is associated with the name "Columbian." 

(d) The books and records of the petitioner are kept, and its 
financial transactions are recorded under the name of "The Service- 
Schools Foundation, trading as Columbian Preparatory School." 

7. On January 14, 1958, Robert E. M. Goolsby conveyed and 
assigned to the petitioner for the sum of $13, 500 all the privileges and 
rights acquired by him by a contract between him and Paul W. Puhl, in- 
cluding the name “Columbian Preparatory School," mentioned and de- 
scribed in Findings Nos. 2 and 3 hereof. 

8. OnJuly 1, 1957, and on July 1, 1958, the petitioner was a 
school which embraced the generally recognized relationship of teacher 
and student. 

9(a) OnJuly 1, 1957, there were owned and operated by the peti- 
tioner the pieces of real property in the District of Columbia described 


Square Improved by Premises 
2546 1961 Biltmore Street, N. W. 
2546 1963 Biltmore Street, N. 
2548 1811 Biltmore Street, N. 
2549 1906 Biltmore Street, N. 
2549 1854 Biltmore Street, N. Ww. 

{b) On January 14, 1958, Lot 814 in Square 2549 was for valuable 
consideration sold to Robert E. M. Goolsby, under an arrangement 
whereby the petitioner continued to use the premises with the obligation 
to pay the required installments on an incumbrance of $16,000, until paid, 


and all upkeep, maintenance and repair expenses. 


(c) On July 1, 1958, there were owned and operated by the peti- 


tioner the pieces of real property in the District of Columbia described 
as follows: 
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Square Improved by Premises 
58 2546 1961 Biltmore Street, N. W. 


59 2546 1963 Bilmore Street, N. W. 
34 2548 1811 Biltmore Street, N. W. 

419 2549 1906 Biltmore Street, N. W. 

10. OnJuly 1, 1957, and for some time prior thereto the annual 
salary paid by the petitioner to Robert E. M. Goolsby, as Head Master, 
was $5,100 and on July 1, 1958 was $6,000, and that paid his wife, Ruth 
Chryst Goolsby, as Secretary, on July 1, 1957 was $3,600, and on July 
1, 1958 was $4,800. In addition and as a part of the remuneration for 
their services, Mr. and Mrs. Goolsby on said dates were, and are 
provided two partially furnished rooms, kitchen and bath and furnished 
board from the school kitchen. When the school kitchen was not operat- 
ing each was allowed $2.00 a day for board. 

11(a) For the hereinafter mentioned fiscal years ending May 31 
each year, the income, expenditures and profit, if any, from operation 
of the petitioner were the following: 

May 31 Gross Income Total Expenditures Profit 


1947 $ 35,798.13 $ 30,665. $ 5,132.62 9/ 
1948 19,740.69 27,631. (7, 890. 86)= 
1949 41, 166.43 39, 203. 1,963.36 
1950 29,657. 38 33, 032. (3, 375.41) 
1951 66, 153.74 59, 860. 6, 293.31 
1952 68,717.77 64,781. 3,935.85 
1953 48,566. 20 49, 022. (| 456.57) 
1954 71,839.83 62,592. 9, 247.54 
1955 119, 186.75 103, 163. 16, 022.97 
1956 123,768.05 116,515. 7,252.75 
1957 196, 998.70 163, 354.52 33, 634.18 
1958 240, 566.08 187, 036.60 52,047.65 


(b) Annually the items of profit were taken into, or items of loss 
were taken out of the General Fund Principal of the petitioner. Such 
principal and the principal of a trust fund were during the years and in 


the amounts following: 


5) OR re a 


= The parenthises indicate loss of the amount enclosed within. 
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General 
Fund Principal 


Trust 
Fund Principal 


Year ended 


$ 


5, 132.62 
(2,758. 24) 
( 794.88) 
(4, 170. 29) 
2, 123.02 
6, 058. 87 
5, 602. 30 
14, 849, 84 
30, 872.81 
38, 125.56 
77,759.74 


$ 5,000.00 
5, 000.00 
5, 000.00 
5,000.00 
5, 000.00 
5, 000.00 
5, 000.00 

11, 245.05 
11, 245.05 
11, 245.05 
11, 245.05 


129, 807.39 10,542.04 


(c) The sum of the General Fund Principal and the Trust Fund 
Principal represented the net assets of the petitioner in accordance with 
balance sheets for each of the aforesaid ten fiscal years prepared by 
certified public accountants. 

12. OnJune 15, 1948, the petitioner was, and still is the owner 
of Lot 34 in Square 2548, Washington, D. C.; and on that date the Com- 
missioners of the District of Columbia passed the order following: 

"ORDERED: 

That under the provisions of Public Law 846- 

77th Congress, approved December 24, 1942, Lot 34 in 

Square 2548, assessed to the Services-Schools Founda- 

tion, be noted on the records of the Assessor as exempt 

from taxation, said exemption to begin on July 1, 1947." 

13. On June 21, 1956, the Commissioners of the District of 
Columbia passed the order following: 

“ORDERED: 

That Commissioners’ Order No. 709313, dated 

June 15, 1948, A.O. #5294, exempting from taxation Lot 


34 in Square 2548, assessed to the Services-Schools 


Foundation, is hereby rescinded; and 

Said Lot 34 in Square 2548, assessed to the 
Services-Schools Foundation, is hereby restored to a 
taxable status, effective July 1, 1956." 
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14(a) On July 3, 1956, the Secretary of the Board of Commis- 
sioners of the District of Columbia wrote to Robert E. M. Goolsby the 
letter following: 

"Further reference is made to your request of J uly 20, 
1955, that Lot 814, Square 2549 and Lot 59, Square 2546, 
be exempt from real property taxation. 

"In reply, you are advised that at their Board Meet- 
ing on June 21, 1956, based on an opinion of the Corpora- 
tion Counsel, the Commissioners denied your request. 

"You are further informed that the Commissioners 

at their Board Meeting on June 21, 1956 decided that 

Lot 34 in Square 2548, which is presently exempted from 

real property taxation, should be restored to a taxable 

Status, effective on and after July 1, 1956." 

(b) The record does not disclose any action of the Commissioners 
denying the aformentioned requests that Lot 814 in Square 2549 and Lot 
59 in Square 2546 be exempt from taxation. 

15(a) On January 31, 1957, the petitioner applied to the Commis- 
sioners of the District of Columbia for exemption of the several pieces 
of real property herein involved. 

(b) On February 6, 1957, the Secretary of the Board of Com- 
missioners wrote to the attorney for the petitioner the letter following: 
“This will acknowledge your letter of January 31, 

1957, addressed to the Commissioners of the District of 

Columbia, on behalf of The Service Schools Foundation, 

requesting exemption from real property taxes on the 


following improved real property for the fiscal year end- 
ing June 30, 1958. 
"Lot 34, Square 2548, 1811 Biltmore Street, N. W. 
Lot 814, Square 2549, 1854 Biltmore Street, N. W. 
Lot 59, Square 2546, 1963 Biltmore Street, N. W. 
Lot 58, Square 2546, 1961 Biltmore Street, N. W. 
Lot 419, Square 2549, 1906 Biltmore Street, N. W. 
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“Your letter has been referred to the Assessor for 
consideration." 

(c) OnSeptember 4, 1958, the Supervisor of Property Tax 
Records Section of the Finance Office of the District of Columbia wrote 
the Head Master of the petitioner the letter following: 

“Reference is made to your application for exemption of, 
listed below. The law requires that the Finance Officer 
render tax bills in the ordinary manner even if requests 
for exemption are pending. Further, under existing law, 
as construed by the Tax Court for the District of Columbia, 
an application for exemption of real property does not 
extend the time within which an appeal from a real prop- 
erty assessment may be made to that Court. 

"The application is under consideration at this time. If 
the application is denied and if payment of the enclosed 
tax bill for the fiscal year 1959 is withheld in the mean- 
time, the penalty for late payment will be waived. 

“Lots 58 & 59 in Square 2546 
Lot 34 in Square 2548 
Lot 419 in Square 2549 
Assessed to Service-Schools Foundation." 

16(a) On or about September 1, 1957, the Finance Office of the 
District of Columbia mailed to the petitioner real estate tax bills or 
statements for the fiscal year, against the properties and in the amounts 


Year Ended Lot Square Amount 


June 30, 1958 34 2548 $1209.80 
s eee 814 2549 565.90 
419 2549 315.54 

58 2546 238.16 

59 2546 257.08 


(b) On September 4, 1958, the Finance Office of the District of 
Columbia mailed to the petitioner real estate tax bills or statements for 
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the fiscal year, against the properties and in the amounts as follows: 


Docket Fiscal 
No. Year ending Lot Square Amount 
1664 June 30, 1959 34 2548 $1209. 80 
1665 si ers 58 2546 238.16 
1666 he aE nt 59 2546 257.08 
1667 ne ey 419 2549 315.14 
(c) The aforesaid real estate taxes have not been paid. 
17. The petitioner is not a school, college or university not 
organized for private gain. 
18(a) The proceedings involving real estate taxes for the fiscal 
year ended June 30, 1958, were filed on November 13, 1957. 
(b) The proceedings involving real estate taxes for the fiscal 
year ending June 30, 1959, were filed on November 11, 1958. 


Opinion 

On July 1, 1957, the tax day of the fiscal year ended June 30, 1958, 
there were five pieces of improved real estate in the City of Washington, 
D. C., owned and operated by the petitioner. On January 14, 1958, one 
of the pieces was conveyed to Robert E. M. Goolsby, one of the founders 
and present Head Master of the school, so that on July 1, 1958, the tax 
day of the next fiscal year, there were four pieces of improved real 
estate so owned and operated. Both fiscal years are involved herein. 


The petitioner claims that the properties on the respective tax 


days were exempt from taxation under Section 47-801a2! (j), District of 
Columbia Code, 1951 Edition, which exempts: 
"Buildings belonging to and operated by schools, colleges, 


or universities which are not organized or operated for 

private gain, and which embrace the generally recognized 

relationship of teacher and student." 

The several pieces of property involved were on the tax days of 
the two fiscal years under consideration operated by the petitioner as a 
school, which embraced "the generally recognized relationship of teacher 
and student." The Court has found, however, that the petitioner cannot 


3/ Section 1(j), Act of Dec. 24, 1942, 56 Stat. 1089, Ch. 826. 
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be said to be a school "not organized or operated for private gain." 
Such findings is a mixed conclusion or determination of fact and law, 
which requires an exposition of the reasons which prompted it. 

On April 27, 1957, this Court rendered its decision affirming real 
estate taxes on three of the properties involved in these cases.4 On 
petition for review by the United States Court of Appeals for the District 
of Columbia Circuit, the decision of this Court was affirmed, per curiam. 
Service Schools Foundation v. District of Columbia, 102 U.S. App. D.C. 
132, 251 F. 2d 373. In affirming the decision the United States Court of 
Appeals stated: 

" * * *, Limiting our decision to the factual situa- 


tion as it existed July 1, 19562! and disregarding as not 


then relevant amendments thereafter made to petitioner's 

charter and by-laws 8/ and disregarding also the reference 

made to said amendments in the opinion of the Tax Court, 

we affirm on the other grounds stated in said opinion." 

In the brief for the petitioner in the present cases it is contended 
or "submitted that there is a resonable implication in the opinion of the 
Court of Appeals that had the amendments to the certificate of incorpora- 
tion and the by-laws been in effect at the beginning of the tax year as they 
were in the present cases, a different result would have been obtained in 
the Court of Appeals." The petitioner, of course, may be correct in its 
interpretation of the observation of the United States Court of Appeals, 
quoted above. This Court, however, does not believe that the necessary 
inference to be drawn is as stated by the petitioner. Two points only 
can be spelled from the opinion of the Court of Appeals, namely, a re- 
statement of the well recognized rule that taxability is to be determined 
by circumstances or conditions existing on the tax day, and, secondly, 
that the factual situation as it existed on the tax day required a holding 


I——————— 


= Docket Nos. 1573, 1574 and 1575. 


5/ The tax day for the fiscal year there involved, namely, that ended 
June 30, 1957. 


8/ Amendments of October 24, and 31, 1956, respectively. 
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that the real properties of the petitioner were subject to taxation for the 
ensuing fiscal year. 

It seems appropriate that this Court compare the factual situation 
as it existed on the tax day (July 1, 1956) involved in the earlier case 
decided by the Court of Appeals and as it existed on the tax days (July 1, 
1957 and July 1, 1958) of the two fiscal years here under consideration. 
The last two mentioned should be considered separately, because, as 
will be seen later, there was an important change, not necessarily con- 
trolling, however, between the last two tax days. 

On July 1, 1956, under the provisions of Article VI of the petitioner's 
by-laws (See Findings of Fact No. 5(a)), Mr. .and Mrs. Goolsby had ab- 
solute and complete control of the petitioner. In its conduct and opera- 
tion, including the election of the Board of Trustees, they had seventy- 
five votes for the contribution of $5,000 jointly made by them and Mr. 
Goolsby's mother. While the above article provided that other contribu- 
tors would have one vote only for each $1,000 contributed, there were 
no other contributors. The factual situation thus described obtained on 
July 1, 1957 and July 1, 1958. 

On July 1, 1956, Mr. Goolsby was leasing the right to use the 


name "Columbian Preparatory School" / to the petitioner for $1.00 per 


annum so long as he was the Head Master of the school. The name was 
necessary to the school's operation, all good will and reputation was as- 
sociated with the name, and without it the school could not, from a prac- 
tical standpoint, operate. The same condition existed on July 1, 1957, 
but on January 14, 1958, Mr. Goolsby assigned or conveyed the right to 
use the name to the petitioner for the sum of $13,500, so that on July 1, 
1958, that right was an asset, and a valuable asset of the petitioner, 
which must be kept in mind, when we come as we now do, to discuss other 
similarities or changes or differences between factual situations on the 
several tax days. 


7 5 ae 
1/ For which he had paid its former owner, Puhl, $6,000. 
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On all of the tax days the certificate of incorporation provided, 
among other things, the following: 

"The particular business and objects of the corporation 
are to conduct research to determine those intellectual, 
emotional, social and moral aptitudes which best qualify 
young men for a career in the Armed Services of the 
United States of America; to devise, by scientific re- 
search, methods by which those intellectual, emotional, 


social and moral aptitudes necessary for a career in these 


Services may be developed in young men; to conduct a 


school or schools for the preparation of young men for 

the entrance examinations for the United States Military 

Academy, the United States Naval Academy and the Coast 

Guard Academy; and to afford training in anticipation of 

the intellectual and psychological adjustments necessary 

to a successful career in the Military and Naval Services 

of the United States of America. 

* * bd * * 
"* * *, No part of the net earnings of the corpora- 

tion shall enure to the benefit of any private individual; 

* mop 

On the three tax days the petitioner was exercising the business 
or object of conducting a school for the preparation of young men for the 
entrance examinations for the Service academies. No part of the net 
earnings of the petitioner had inured to the benefit of any private individ- 
ual, that is to say, there had been no distribution by way of dividends or 
otherwise of any part of the net earnings. All such earnings were ac- 
cumulated in the General Fund, hereinafter described more fully. 

On all of the three tax days, according to the by-laws, there were 
no "members" of the petitioner other than Mr. and Mrs. Goolsby. 

The most significant change was brought about by an attempt to 
get away from the effect of that provision of the by-laws which was in 
effect on July 1, 1956, and which provided as follows: 
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t TX 
DISSOLUTION 


"In the event of the dissolution of the Foundation, 

the assets thereof, after the payment of all debts and 

obligations of the Foundation, shall be distributed 

amongst the members in the ratio which the amounts of 

money or property which each member has contributed 

to the Foundation for the carrying out of its purposes 

bears to the total assets." 

Inasmuch as the Goolsby's were the only contributors the entire 
assets upon dissolution would be distributed to them. This fact plus 
the strangle hold which Mr. Goolsby had on the petitioner in connection 
with the name "Columbia Preparatory School,'’ was, no doubt, what the 


United States Court of Appeals meant by "the factual situation as it ex- 
isted July 1, 1956," and what prompted it to affirm this Court's decision 


upholding the tax for the ensuing fiscal year. 
On July 1, 1957 and July 1, 1958 the situation was not the same. 
On October 24, 1956, the certificate of incorporation was amended by 
adding thereto a new paragraph or section reading as follows: 
"Sixth, If for any reason the Board of Trustees 
determines that it is not advisable, possible, or practica- 
ble » to continue the conduct of a school in order to carry 
out the corporate purpose, thereupon the assets of the 
corporation shall be sold either by the corporation or the 
Board of Trustees as liquidating trustees in dissolution, 
for such price and on such terms as may be fixed by the 
trustees. Out of the proceeds of the sale there shall 
first be paid all corporate debts, obligations, and liabilities, 
and the balance of such proceeds shall be paid over as 
follows: 
“Each person who has at any time contributed money 
or property to the corporation may, in the manner here- 
inafter provided, have the right to designate a school, 
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college, university, or educational foundation or fund 

which is not organized or operated for private gain, as 

such is legally defined, to receive such portion of such 

proceeds as bears the same ratio to the entire assets of 

the corporation as the amount of money or property which 

such donor has contributed to the corporation bears to 

the entire amount contributed by all donors. Such designa- 

tion may be evidenced by a statement in writing delivered 

to the trustees of the corporation at the time such donation 

is made or at any time between the time of the donation 

and the distribution. Such designation may be changed 

by a donor at any time prior to distribution. A donor may 

make such designation in his or her will and if a donor is 

deceased at the time of such distribution the designation 

in his or her will shall control. Any portion of such proceeds 

for which designation has not been made shall be distributed 

to such institutions so organized as the Board of Trustees may 

direct. In any such distribution Robert E. M. Goolsby 

and Ruth Chryst Goolsby shall be entitled to be taken and 

considered as having each donated $40,000.00, and no donor 

Shall be taken or considered to have donated less than 

$1,000.00." 

A few days later the by-laws were amended by striking out Article 
TX and substituting in lieu thereof the language found in new paragraph 
Sixth of the certificate of incorporation quoted above. 

_ At the outset of the discussion of the effect, if any, of the above 

amendments, the Court believes that, in view of the changed factual situa- 


tion as a result thereof, the doctrine of collateral estoppel 8/ will not 


apply. This does not mean, however, that the changed conditions or 
situation requires a holding that the petitioner's real properties are ex- 
empt and that the taxes are invalid. While it is true that upon dissolution 


/ ee 
S Which is really the same as the doctrine of "res judicata" for all 


practical purposes, as applied to taxation. 
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the economic benefit under the amendments will not be as direct as under 
the original provisions, it cannot be said that the Goolsbys, by reason of 
the carefully organized corporate set-up of the petitioner, do not have a 
substantial and valuable economic stake, in the assets of the petitioner. 

It must be remembered that the Goolsbys have the absolute control 
of the petitioner with the power to have it determined by the Board of 
Trustees ) “that it is not advisable, possible, or practicable to continue 
the conduct of the school,'' which would give them the right to designate 
the school, college, university or educational foundation to receive the 
entire proceeds of the sale of assets of the school, including the name 
"Columbian Preparatory School." Any number of arrangements, involv- 
ing financial benefit to the Goolsbys, could be made, including, the organi- 
zation of a new corporation by the Goolsbys and the employment of them 
or the payment for making the designation or other financial benefits. 

The fact that the assets are to be sold is not only a hindrance to economic 
benefit, but rather a help, when it is considered that the assets are to be 
sold "for such price and on such terms as may be fixed by the trustees." 

The assets of the petitioner are substantial and readily useable by 
any educational institution. They consist of two trust funds amounting to 
$129, 807.39 as of May 31, 1958, 10/ the right to use the name "Columbian 
Preparatory School," of the value of, at least, $13,500, and perhaps con- 
siderably more, besides school and office furniture and equipment. The 
absolute power to determine what institution shall receive such assets, 
which in all likelihood will greatly increase in amount or value, is, or 
will be of great economic private benefit or gain to the Goolsbys. One of 
the most important principles in the law of taxation is that he who has the 
power to say who shall receive income is the recipient thereof, and is to 
be taxed accordingly; and that he who has the right to designate who shall 
receive property is the owner thereof tothe extent that it is includible in 


/ : 
9 There are only three authorized trustees, two of whom are the 
Goolsbys, for life, if they so desire. 


10/ ‘rhe funds have increased rapidly, from $38, 125.56 as of May 31, 
1956, 


252 
his estate for estate tax purposes. Wells v. Burnet, 289 U.S. 670, 77 
L. Ed. 1439, 53S. Ct. 761; Helvering v. Horst, 311 U.S. 112, 85 L. 
Ed. 75, 61S. Ct. 144; Clifford v. Helvering, 308 U.S. 331, 84L. Ed. 
788, 60S. Ct. 554 (as to income tax), and Porter v. Commissioner, 
288 U.S. 436, 77 L. Ed. 880, 53S. Ct. 451; Commissioner v. Holmes, 
326 U.S. 480, 90 L. Ed. 228, 668. Ct. 217,21/as to the estate tax. 
The rule is no different where the holder of the power can designate some 
one other than himself to receive the property. Porter v. Commissioner, 
supra; Commissioner v. Holmes, supra, in the first of which we find this 
language: 
' * * *, Here the donor retained until his death 

power enough to enable him to make a complete revision 

of all that he had done in respect to the creation of the 

trusts, even to the extent of taking the property from the 


trustees and the beneficiaries named and transferring it 


absolutely or in trust for others 12/, * * *) His death 


terminated ‘that control, ended the possibility of any 
change by him, and was, in respect of title to the property 
in question, the source of valuable assurance passing 
from the dead to the living. * * * *." 

And in the last mentioned case the following: 

'' * * *, More than once recently we have emphasized 
that 'enjoyment' and ‘enjoy’ as used in these and similar 
statutes, are not terms of art, but connote substantial 
present economic benefit, rather than technical vesting 
of title or estates. * * *, A donor who keeps so strong 
a hold over the actual and immediate enjoyment of what he 
puts beyond his own power to retake has not divested him- 
self of that degree of control which 8 811 (d)(2) requires in 


order to avoid the tax." 


iy These are some of the leading cases on this subject. Literally 
there are hundreds of Federal and U. S. Tax Court cases holding 
the same. 


12/ But not to himself. 


263 


The position here taken is fortified by the painstaking care and 
artificiality employed by the Goolsbys to insure the complete control over 
the disposition of the assets of the petitioner whenever they shall choose 
to "determine that it is not advisable, possible, or practicable to continue 
the conduct of a school." 

13/ 


As was said by this Court in the earlier cases,— "It is not intended 
here to infer that the Goolsbys have absorbed the net earnings of the peti- 


tioner under the guise of salaries. The salaries received and the accom- 


modations furnished them appear to be reasonable for a school of the size 
of that conducted by the petitioner. Comments on what can be done be- 
cause of their economic control has relation to tendencies only, which, 
nevertheless, must be considered." Indeed, in many of the Federal and 
U. S. Tax Court cases,to which reference above has been made, the hold- 
er of the power to designate, alter or amend did not exercise the power. 
It was its existence and tendency that were the facts upon which taxability 
turned. It is what that can be done that is important. Moreover, it 
must be borne in mind that as profits from the operation of the petitioner 
increase and accumulate the economic benefit to the Goolsbys will be cor- 
respondingly enhanced in value. 

The fact that the assets of the petitioner upon dissolution can be 
transferred to an educational institution "not organized or operated for 
private gain'' does not alter the effect of the control of designation or 
distribution by the Goolsbys. United States v. Anderson, 132 F. 2d 98; 
Edwin C. May, T. C. Memo, Op. Docket Nos. 110643, 110830, 110882 
and 110942. 

For the reasons stated the Court holds as follows: 

Docket No. 1617. That a real estate tax for the fiscal year ended 
June 30, 1958, on Lot 34 in Square 2548, City of Washington, D. C., in 
the amount of $1, 209.80, was validly assessed and must be affirmed. 

Docket No. 1618. That a real estate tax for the fiscal year ended 
June 30, 1958, on Lot 814 in Square 2549, City of Washington, D. C., in 


——————— 
13/ Docket Nos. 1573, 1574 and 1575. 
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the amount of $565.90, was validly assessed and must be affirmed. 
Docket No. 1619. That a real estate tax for the fiscal year ended 
June 30, 1958, on Lot 419 in Square 2549, City of Washington, D. C., in 
the amount of $315.54, was validly assessed and must be affirmed. 
Docket No. 1620. That a real estate tax for the fiscal year ended 
June 30, 1958, on Lot 58 in Square 2546, City of Washington, D..C., in 
the amount of $238.16, was validly assessed and must be affirmed. 
Docket No. 1621. That a real estate tax for the fiscal year ended 
June 30, 1958, on Lot 59 in Square 2546, City of Washington, D. C., in 
the amount of $257.08, was validly assessed and must be affirmed. 
Docket No. 1664. That a real estate tax for the fiscal year ending 
June 30, 1959, on Lot 34 in Square 2548, City of Washington, D. C., in 
the amount of $1, 209.80, was validly assessed and must be affirmed. 
Docket No. 1665. That a real estate tax for the fiscal year ending 
June 30, 1959, on Lot 58 in Square 2546, City of Washington, D. C., in 
the amount of $238.16, was validly assessed and must be affirmed. 
Docket No. 1666. That a real estate tax for the fiscal year ending 
June 30, 1959, on Lot 59 in Square 2546, City of Washington, D. C., in 
the amount of $257.08, was validly assessed and must be affirmed. 
Docket No. 1667. That a real estate tax for the fiscal year ending 
June 30, 1959, on Lot 419 in Square 2549, City of Washington, D. C., in 
the amount of $315.14, was validly assessed and must be affirmed. 


Decisions will be entered for respondent. 


/s/ Jo. V. Morgan, 
Judge. 


[ Filed April 28, 1959] 
DOCKET NO. 1617 


DECISION 
This proceeding came on to be heard upon the petition filed herein; 
and upon consideration thereof, and of the evidence adduced at the hear- 
ing on said petition, it is by the Court this 28th day of April, 1959, 
ADJUDGED AND DETERMINED, that a real estate tax for the 


fiscal year ended June 30, 1958, on Lot 34 in Square 2548, City 
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of Washington, D. C., in the amount of $1,209.80, was validly assessed 
and is hereby affirmed. 


/s/ Jo. V. Morgan 
Judge 


Findings of Fact, Opinion & 
Decision served as follows: 


* * bs 


[ DECISION in the following cases identical to the 
foregoing with the exception of the amount of real 
estate tax, as follows: 


Docket No. 1618 (Appeal No. 15,213): $565.90 
Docket No.1619( " "™ 15,214): 315.54 
Docket No. 1620( " 15,215): 238.16 
Docket No. 1621 ( 15,216): 257.08 
Docket No. 1664 ( 15,217): 1,209.80 
Docket No. 1665 ( 15,218): 238.16 
Docket No. 1666 ( 15,219): 257.08 
Docket No. 1667 ( 15,220): 315.14] 


[ Filed May 6, 1959] [Docket Nos. 1617-1621 and 1664-1667 
Appeal Nos. 15,413-15,2201 


MOTION TO SUPPLEMENT FINDINGS OF FACT 
Respondent, District of Columbia, pursuant to Rule 12 of the Rules 
of Procedure before the District of Columbia Tax Court moves the Court 
to revise in part, in accordance with the evidence adduced in the above- 
entitled cases, the Findings of Fact heretofore entered in these cases 
April 28, 1959, as follows: 
FINDINGS OF FACT NO. 2(a) 
Add to Findings of Fact No. 2(a) the following: 
"Immediately following acquisition of the name 
‘Columbian Preparatory School’, Robert E. M. Goolsby 
leased said name to petitioner for the sum of $1.00 per 
year." 
FINDINGS OF FACT NO. 7 
Add to Findings of Fact No. 7 the following: 
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“Any increase in the value of the name ‘Columbian 
Preparatory School’ and the good will attaching thereto 
is attributable to the activities of petitioner as leasee of 
said name. This transaction gave Goolsby a profit of 
$7500 on his initial expenditure of $6000." 

FINDINGS OF FACT NO. 9(b) 
Add to Findings of Fact No. 9(b) the following: 

"The consideration for the sale was $25,000, paid 
in the following manner: 

(1) $18,400 represented by a note payable to Robert 
E. M. Goolsby executed by petitioner. 

(2) Salary owed to Goolsby in arrears. 

(3) One Volkswagen automobile. 

Robert E. M. Goolsby is the sole heir of his deceased 
mother. The record does not disclose that any probate 
proceedings have ever been instituted in the District of 
Columbia in respect of her estate. 

The above note in the amount of $18,400 was executed 
by petitioner under the circumstances following: 

"On December 20, 1954, the Board of Trustees at a 
meeting thereof passed the following resolution: 

"Resolved, in view of the fact that in recent years 
Mrs. Frances Moorman Goolsby has made many loans to 
the Corporation by check and by cash, extending from 1946 
through 1951, said loans being evidenced only by unsecured 
notes bearing no interest and without specific date of 
maturity, and in view of the fact that during the last months 
of her illness Mrs. Goolsby was unable to tend to her 


financial affairs in an orderly manner so that in consequence 


her present administrators are unable to find among her 
effects any of the notes due her from the Corporation, to- 
gether with other notes and evidences of monies due her, the 
Corporation hereby freely acknowledge their indebtedness to 
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the estate of Mrs. Frances Moorman Goolsby in the amount 
of $18,400.00, and that the Trustees are hereby directed to 
authorize and the President hereby directed to give the 
estate of Frances M. Goolsby a note for $18,400.00, said 
note to bear interest and have a date of maturity satisfactory 
to the heirs of Mrs. Frances M. Goolsby." 

"On January 1, 1955, petitioner, through its president 
Robert E. M. Goolsby, executed a demand note payable to the 
order 'of the heirs, or their assigns of Mrs. R. E. Goolsby's 
estate’ in the amount of $18,400, without interest. Thereafter, 
the note of January 1, 1955, was cancelled and a new note in 
the amount of $18,400 was executed by petitioner payable to 
Robert E. M. Goolsby and bearing interest at the rate of 6 per 
cent per annum. The record does not disclose the date of the 
execution of the second note, nor does the record disclose 
that the execution of this note was based upon any action of the 
Board of Trustees of petitioner. 

"The evidence does not satisfactorily establish the existence 
of any legal obligation upon the part of petitioner to Robert E. 
M. Goolsby for the payment of any sum to him on account of 
Mr. Goolsby's mother." 

Respectfully submitted, 


/s/ Chester H. Gray 
Corporation Counsel, D. C. 


/s/ Henry E. Wixon 
Assistant Corporation Counsel, D. C. 


/s/ Robert E. McCally 
Assistant Corporation Counsel, D. C. 
Attorneys for Respondent 

* * * 


[ Certificate of Service] 
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[ Filed May 8, 1959] [ Docket Nos. 1617-1621 and 1664-1667 
Appeal Nos. 15,212-15,220] 


OBJECTIONS TO SUPPLEMENTAL FINDINGS OF FACT 
_ SUGGESTED BY RESPONDENT 

The petitioner objects to the supplemental findings of fact by the 
respondent in the following particulars: 

Petitioner is hampered in making its objections, in view of the 
shortness of time, by the fact that respondent has made no reference to 
the testimony or| the exhibits to support its suggested supplemental 
findings. 

The suggested amendment to the Findings of Fact No. 2(a) is en- 
tirely unnecessary. 

The Court's Finding No. 3 fully covers therein what the evidence 
reasonably shows. It is true that Mr. Goolsby testified that one of the 
considerations for his permitting the use of the name Columbian Pre- 
paratory School by the petitioner was $1.00 per year, which was never 
paid. 

There is no justification in the evidence for the suggested amend- 
ment to the Court's Findings of Fact No. 7. The broad conclusion 
which the respondent suggests is in no way justified by the evidence. 

It would indeed be anomalous in view of the insistence of respondent 
throughout that Mr. Goolsby was the motivating power in the operations 
of the petitioner, to make the findings suggested by respondent. If it is 
at all material, certainly Mr. Goolsby's activities did more to increase 
the value of the name Columbian Preparatory School than did the general 
activities of the petitioner which conducts the financial affairs of the 
school. In any event, the evidence does not justify the findings sug- 
gested. 

The amendments suggested to Findings of Fact No. 9(b), except 
for the quotation of the resolution of the Board of Directors of Decem- 
ber 20, 1954, are not justified by the evidence. 

The entire transaction covering the note of $18,400 is fully 
covered by Exhibit 13, and the Court in its Findings No. 9(b) has ade- 
quately covered the situation. 
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The last paragraph of the proposed amendment of Findings of 
Fact No. 9(b) does not state a fact. Whatever the implications to be 
drawn from the execution of the promissory note for $18,400, it is an 
obligation of the corporation to Mr. Goolsby. 
It is respectfully submitted that the motion to supplement the 
findings of fact should be denied. 


MOTION TO WITHDRAW JUDGMENTS AND RE-ENTER 
AS OF THE DATE OF ANY SUPPLEMENTAL FINDINGS 
ALLOWED BY THE COURT 


Should the Court decide to file supplemental findings of fact, or 
even if it denies the motion therefor, it is respectfully submitted that 
the judgments be withdrawn and reentered as of the date of action upon 
respondent's motion. This will leave no doubt as to the running of the 
time in which appeals may be taken. 

Respectfully submitted, 


/s/ Dean Hill Stanley 
Attorney for Petitioner 


[ Certificate of Service] 


[ Filed May 8, 1959] | Docket Nos. 1617-1621 and 1664-1667 
Appeal Nos. 15,212-15,220] 


ORDER AMENDING FINDINGS OF FACT 


Upon consideration of the motion of the respondent to supplement 
findings of fact in the above numbered cases, filed herein on May 6, 1959, 
it is by the Court this 8th day of May, 1959 

ORDERED, That the findings of fact made on April 28, 1959, in the 


above numbered cases be, and they hereby are amended as follows: 
1. By adding to Finding of Fact No. 2(a) the following: 
"Immediately following acquisition of the name 'Columbian 


Preparatory School', Robert E. M. Goolsby leased said name to 
petitioner for the sum of $1.00 per year." 
2. By adding to Finding of Fact No. 9(b) the following: 

"The consideration for the sale was $25,000, paid in the 
following manner: 
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"(1) $18,400 represented by a note payable to Robert E. M. 
Goolsby executed by petitioner. 


'(2) Salary owed to Goolsby in arrears. 


(3) One Volkswagen automobile.' 

Robert E. M. Goolsby is the sole heir of his deceased mother. 
The record does not disclose that any probate proceedings have 
ever been instituted in the District of Columbia in respect of her 
estate. 

The above note in the amount of $18,400 was executed by 
petitioner under the circumstances following: 

"On December 20, 1954, the Board of Trustees at a meeting 
thereof passed the following resolution: 

‘Resolved, in view of the fact that in recent years Mrs. 
Frances Moorman Goolsby has made many loans to the Corpora- 
tion by check and by cash, extending from 1946 through 1951, said 
loans being evidenced only by unsecured notes being no interest 
and without specific date of maturity, and in view of the fact that 
during her last months of illness Mrs. Goolsby was unable to tend 
to her financial affairs in an orderly manner so that in conse- 
quence her present administrators are unable to find among her 
effects any of the notes due her from the Corporation, together 
with other notes and evidences of monies due her, the Corpora- 
tion hereby freely acknowledges their indebtedness to the estate 
of Mrs. Frances Moorman Goolsby in the amount of $18,400.00, 
and that the Trustees are hereby directed to authorize and the 
President hereby directed to give the estate of Frances M. 
Goolsby a note for $18,400.00, said note to bear interest and 
have a date of maturity satisfactory to the heirs of Mrs. Frances 
M. Goolsby.’ 

"On January 1, 1955, petitioner through its president, Robert 

E. M. Goolsby, executed a demand note payable to the order 'of 
the heirs, or their assigns of Mrs. R. E. Goolsby's estate’ in the 
amount of $18,400 without interest. Thereafter, the note of 
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January 1, 1955 was cancelled and a new note in the amount of 

$18,400 was executed by petitioner payable to Robert E. M. 

Goolsby and bearing interest at the rate of 6 per cent per annum. 

The record does not disclose the date of the execution of the 

second note, nor does the record disclose that the execution of 

this note was based upon any action of the Board of Trustees of 

petitioner, or on authority of any court having jurisdiction of Mr. 

Goolsby's Mother's estate. 

In all other respects the motion to supplement the findings of fact 
is hereby denied. 


/s/ Jo. V. Morgan 
Judge 


Served as follows: 
* * * 


[ Filed May 15, 1959] [Docket No. 1617 Appeal No. 15,212] 
PETITION FOR REVIEW OF A DECISION OF THE 
DISTRICT OF COLUMBIA TAX COURT 


To the Honorable Chief Judge and Circuit J udges of the United States 
Court of Appeals for the District of Columbia Circuit: 


1. The Service Schools Foundation petitions for a review by the 
United States Court of Appeals for the District of Columbia Circuit of the 
decision of the District of Columbia Tax Court made in the above-entitled 
proceeding. 

2. The decision of which review is sought affirmed an assessment 
of real property taxes for the period ended June 30, 1958 upon real prop- 


erty owned by petitioner and which petitioner claims is exempt from 


taxation under the provisions of Sec. 47 -801a(j) and r(1), District of 
Columbia Code, 1951 Edition. 
3. The decision of the Tax Court was entered on April 28, 1959. 


/s/ Dean Hill Stanley 
Attorney for The Service Schools 
Foundation 


* cd 
[ PETITION FOR REVIEW in companion cases Docket Nos. 
1618-1621 (Appeal Nos. 15,213-15,216) identical; also 
identical in companion cases Docket Nos. 1664-1667 (Appeal 
Nos. 15,217-15,220) except assessment is for period ended 
June 30, 1959.] 


